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Tha economlc‘laihaﬁlgﬁ fﬁ @ﬁgoslavi& is inter- connected with the Communist

order which is in power in that country., The Communist planned economy

is the workmanship of the Communist political-legal system. This dictatorial

system,on the other, hand is the raison d'€tre of maintaining such an

to be the best by
economy, which is considered/those men who are convinced of the Jjustifi-

cation of the Marxist-Lenﬁnﬂ Doctrine. Because of this it is necessary

conpar® SAFAYYAL/MLEE e

to £¥4d¥ the economic situation w1th.F§écut10n of the new Communist social

order in Yugoslavia,

Communist Doctrine in Yugoslavia

Prior to the war of 1941, Yugoslavia had approximately 12,000 Communist
Party ﬁembers who were headed by Josip Broz=Tito. They were trained in
ths Marxist=Lenin Doctring.,As great fanatics they took active part in the
struggle agginst the occuﬁiers after the entry of the Soviet Union into
war in 1941, and also in the Civil War which was incited by them against
the Nationsl Resistance ovement which was headed by General lihailovie.
According to officiel data, approximately 10,000 Communists perished in
this struggle, while the remaining 2,000 of the pre-war Party members,
upon assuming power in the later part of 1944, resorted to crude and bloody

imnlementation of the Communist Doctrine in Yugoslavia. This small

Communist group led by Tito oe&;;d”power with the assistance of the Regd
K, . =K

Army which occupied Belgrade in October 1944, sinﬁe Tito was greatly

assisted both morally and materially before and after this time also

by the Vestern allies. These Yugoslav Communists who consider themselves

to b(aAWrbudWRéﬂeaseﬁwgﬁﬁiﬁm&Ll@R%Mﬁg@g?-%eliwe
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that they will successfully re-sducate the entire Yugoslav Nation in

the spirit of Communism, if they successfully maintain themselves in

sufficient

power by force for a Aértdid veriod of time.

2e

Cormunist Activities in Yugoslavia Brior to and During the ¥War

from 1941 until 1945,

The majority of the populatlon of Yugoslavia have been and still

are saA¥t peasants =~ agrarians, who cultivate their small farms.

To the extent that theie wers peasants who hed no lend, or who

have insufficient land for cultivation, it was not @ifficult for
these peasants, especially in the areas of Serbla, to easily attain
1and thanks to the agrarian reforms which were garried out in various
forms since the 19th centurary. These peasants, as well as the
tradesmen and shopkeepers in the cities, all of whom were pious,
modest people satisfied with very 1ittle, represented the large
element which stood in opposition to the spreading and strengthehihg

of Communism and Socialism.

In the early years after World Var I, the new Commqnist Party made
great strides’and began 1ts revolutionaly activities through political
attacks on life, and other illegal methods. It was at this time that
all the Democratic political parties AEAE/dgrEdd combined efforts in
order to abolish the Communist Party as a Party opposed to the Govern=
ment, and in order to condemn the constructive activities of this
party through legal measures. This was the first measure undertaken
against Communish ﬁk&%ﬂVNgé/yaugd/throughout the world and %M5537¢¥z

nl -~
/{7 epplied in Yggoslgagﬁ,&‘fﬁ &0 v okher-nations. of se~called
Approved For Release 20%_/051_/04) i‘alﬂiﬁﬂﬁé-&%‘ﬁRm0100150003-9
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the so-called advanced elements in other nations. As a result, the
financed in large

Communist Party turned to covert and illegel activities, AAPPEER AL/
S?%; the 3oviet Union. The Communists, however, were greatly despised
by the majority of the Yugoslav population, Not even the free
Socialist Party of Yugoslavia which was based on the Marxist theory
could take routé in the population, and at most elections did not
even have one representative in the Parliament. As a result the
Communist Party concentrsted its major attention to the educating
in the Communist spirit the youthful intelligentsia, comprising
students, teachers and even pupils of the gymnasium, i&g;%ﬁ to the
fumbling of the government, the Communists were fairly successful
in the implementation of their doctrine among the youth, and in
the infiltration of finished Communists into other parties, and into
government administration. These young intellectusls were the main

pilarg of Communist ideology, and they were the commanding officers

cadre in Partisan units.

In Torld War IT between 1939 and 1941, until the entry into the war
of the Soviet Union, Yugoslav Communists were always on the side of
the German aggressors, even &t the expense of their own country when
the later was attacked by tﬂéﬂaermany and her axis partners on 6 April
1941, The German attack on the Soviet Union on 22 June 1941 brought
about a change im the policy and tactics of Yugoslav Communists in

accordance with instructions ebtained Brom Moscow, Bearing in mind

the greatly developed patiiﬂmq‘ l@@NJTR@JQdom of the Yugoslav

population, and at the sanﬂ_ﬁma’_}&dsli&i&zjesopgfltgctly assisting
Approved For Release 2002/01/04 : CIA-RDP83-00415R010100150003-9
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the Soviet Union, the Yugoslav Communist Party upon instructions

from the Cominturn and Moscow organized in July 1941 armed revolt

against the occupier - the Germans, Italians and others., These

local armed activities were neither sufficiently equipped technically

orm tactically for any hopes of great success. These activities

were organized hastily out of purely propaganda reasons &iigxkxd
primsrily

intended/for the Allies and for the destinction of Communist leaders,

-pargicularly Tito. These armed activities were not popular with the

Yugoslav population, and particularly after bloody reprisals of the

enemy against the Serbs, who suffered enormous unnecmessary losses in

1ives. The established belief among the Western Allies, end particularly

among the British, was that from a military standpoint these diversionary

enemy
activities were necessary, in order to engage and stall as many/troops

(Russian)
as possible which otherwise would have been employed on the/Soviet front,
This belief was an illogical fiction and ordinary (commonk or plain)
mistake, because these non-ssrious Communist military operations were
easily suppressed by the smaller local police unlts, and detracted nothéng
from the main Russian front, all the more so because they were at the
disposal (=Exwiwimg at the gervice) of the Bulgarian and Itelian troops.
At this time and vrior to this time nationalist resistance of the
"Yugoslav Army in the Fatherland" was organized and operating under the
command of General Draza Mihallovie. This resistance was directed against

the enemy for the liberation of the nation and of the government, and

with this aim in view the necessary armed forces capable of successful

activities were organisﬁmgelehggdu v&&h w d be able to fight in

Approved For Release 2@2&1/@4 &QM\LM& R010100150003-9
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declsive battles for the liberation of the country, in coordination with the

military operations of the Allies in the Balkans or in Central Europe., The
Germans mmmxiduxactt and other occuplers considered this nationalist resistence
movement to be a very great menance (danger) for them, and as & result they
undertook against it a large scale and exteemely severe military and other

types of measures as late as the middle of 1944.

The military asims of Tito and the Communist Party of Yugoslavia were centered
on the spreading of Communism and on gaining a firm foothold for it in Yugo=
slavia, through the annihiliation of the nationaslist resistance of General
Mihailovic and true democratic anti-Communist factions, The battle which
was directed against the occupier was merely s means of propaganda, Tito
was under no condition interested #;; cooperating with the nationalist
resistance and in the later part of 1941 his armed units attacked the units
of General Mihailovic, and provoked thereby an internal Civil War during
enemy occupation which lasted until the end of the war. This is the unique
ﬁK case of this type in history, All attempts on the part of the allies

to reconcile the two armed factions of resistance so that they may cooperate
with one another as was the case in other occupied countries, WELL/ 1 /#41A
feiled as a result of the obstructions of Tito, and the intrigues of
Communists, who on top of it shamelessly %K%ﬁﬁéﬂ thrsw the blame for these
very facts on Mihailovie, Iﬂ/ﬁﬁﬂﬂéﬂiﬁy As a matter of fact, the Communists
in Yugoslavia have always directly assisted the occupiers and were the real
traitors of the Yugoslav population, as has heen proven since by claims of
the Cominfomm, Particularly in the large inhabited areas and cities, the

Communists who were smuggled into the intelligence services and other services

of the occupiers ff Were&EMTwiQQ I:;lnTeRm(a)}‘ allk of denouncine + . .
Approved For Relgase 2002/01(0 ChA-BBikek-00415R01010015003°8° nationalists
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and accusing them even durlng 1944 at the time when the Germans commenced

to persecute the Communists, Z£/Péir¢ that these very nationalists were
Communists, so that they would be punished and killed putting them in the
authority of moralizing to thelr oponents that 1/ 18/ AdL/hELtdEEds¥/ one should
not collaborate with the Germans and accusing them of ireason, the Communists
were successful in spiritually breaking up the fighting democratic factions
of the population, and by means of other types of ruses and through foreign
pfopaganda particularly through radio propagenda on the BBC from London

forced themselves upon the Yugoslav population as the authoritative leaders
and the so=-called national army of liberation against the occupation. The
masses of the Yugoslav vopulation deceived, misled, and headed by the

fanatic Communists gave and suffered enormous losses in the belief that they
were fighting for their liberty end the idedds of democracy. All during

this period of war this smali number of Communists were carrying out skilfully,
cautiously and in stages "the reeducation of the population" in the Communist
spirit employing in the process appropriaste mottos and thus preparing and
creating a favorable ground for assumption of power,

Y, Communist Activities after their Bise to Bower in Yugoslavia.

After Tito rose to power the Communists immediately set about to organize
the Government after the Soviet system, applying thereby the political and
economic principles of Marx and Lenin, All democratic parties which fictiously
rade up the so-called "popular front" were abolished, in spite of the fact
that they did not even begin to exist as parties, and the dictatorship of
the Communist Barty was thus instituted., The Tito-Subasic agreement was
nelther carried out in deed, spirit or word. The corresponding regulations
of the Yalte Agreement were “%iﬁhﬁﬁf CE%ﬁﬁ%@“B{blSClte for a monarchy &r

Approved For Releas 4 P83-00415R010100150003-9
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a republic under allied control, which was provided for by Allied agreement,
was not held, and the decree abolishing the monarzjy was oproclaimed by the
decision at the First Natlonal Assembly which was made up of Communists and

Communist sympathizers = who were chosen by undemocratic methods,

In the economic domain, the Government, by abolishing the ides Sf personal
property, took possessionywithout any reimbursement, all means of production
(factories, mines, large agricultural estates) all means of communications,
commerce and trades and crafts,apartments and other properties of the
citizens, allowing them oﬁly what was of utmost necessity for living and

the cultivation of land through their own individual labor. Through the
introduction of Aﬁ/éﬁéﬁﬁﬁiﬁ/éiﬁﬁéﬁ/ﬁf/Zocialist economic system, a systematic
proletarization of the entire Yupgoslav population was begun. 0Oppression

thus becomes the principle of the Govermment and #dmaintainance of the Pérty.

Yugoslav foreign policy was voluntarily placed under the leadership and
guidance of the Soviet Uniom, Political and military agreementswere made

with all Communist Governments in which the so-called "popular democcagcy"

was in power. Tito became the champion of lMoscow in the Balkans =nd ZMg

a challange to Western allies, ané downing sadistically even the planes of

the United States, Oppression was being carried out by the most inhuman
methods., The dignity and worth of the human being by degrees were disappearing,
and man became {4/ tool, Only in this way could the Communist regime

maintdin itself in power and strengthen that power with the purpose of

creating a new socialist world.,

The officlal "fiveear Sﬁmmary of 6Wu€ﬁﬁ?mutor of Yugoslavik which
was publigherbven Belméasemqpﬁo¢mlquﬁ3P§3W1 396815000338
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information from which it can be seen thet between 1945 and 1950 approxi-
mately 6,000,000 men and women passed through the prisons of the present
Communist Yugoslavia, This figure represents 80% of the adult population.
The struggle of the peopls of Yugoslavia to free themselves from this
dictatorial regime was brutally suppressed by the Communists who made it
impossible for the people to oppose them in any way by doing away with all

thelr internal enemles.

The Yugoslav Communists headed by Tito gained such power that they became
disobedient and undisciplined even toward the Soviet Union which had
organized them and brought them to power. Tt first sterted with an internal
Communist family squabble which later 1ed to an officlal break between the
Cominform on the one hénd and Tito, Renkovie, Djilas, and Kardelj on the other.
This break basically was of a personal nature and was not founded on féiﬁ%ﬂé
gf doctrinary principles. After the official Tito Cominform break the
situation in Yugoslavia changzzdﬁzii politicale and economicalif/ conse~-
quences., Tito remaining further a Communist, skilfully maneuvers between
the two opposing political blocs and takes advantage of economic and
political benefits offered to him by the Vestern powers, This clever play
of Tito will continue until the West has Jgf been convinced that it can have
1ittle use (assistance) of Tito and the Yugoslav Communist, In spite of
this situation Tito and his Communists have concentrated more than ever
their energy on the socialization of Yugoslavia, particularly in the
industrisl and agricultural field. The "building of socialism" as a motto
becomes the ﬁl{ﬂ bible of the Communist religion in Yugoslavia, deoriving
the population of political lSWEﬁ;eé; G‘Qﬂm&list development is

ifﬂ Sbé)gtg’%ommunist order in ghe

actuall odyction remuther
Kplﬁ}f’gv&& %rdﬁelease f&gﬂ%ﬁlm I CIA-RDP83-00415R010100150003-9
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elimination of political liberties and the reign of terror, In regard to
this, Tito made the following statement in a speech delivered in Skoplje

on 4 August 19493 "This is consequently the issue of 211 things, and at
present the question to be asked is who is for socialism end who is against
socialism, He wEo is against socialism is an enemy and must be dealt with."
Tito believes that the West will assist him in this socializstion, and

particularly England to whom he has been intimating specisl economic

adventagesYTor ems assistance.

Yugoslav Communist Tactics in Connection with the Tito~Cominform Conflict

Tito and his olose entourare after beins expelled from the Cominform in the
middle of 1948, endeavored to have the resolution withdrawn so that they
could be accepted back into the Cominform. The§r attempts, however were not
successful, and they thereupon turned to defending themselves, switchimg over
with caution, end by derrees to & doctrinary attack sgainst the Soviet Union
and her Satellites. The Tito Communists brourht forth and are now stending
in the defense of the dootrine on the equality of Communist States, and of
their independence of the Soviet Union - in complience with the principles of
Marx and Lenine On 27 4pril 1950 in a speech delivered to the National
Assembly, in discussing the history of the confliot with the USSR end other
Cominform countries, amone other things, Tito made the following statements
", . ..because these are activites of the USSR in opposition to the Marx dootrine.
These sotivities are fully compromisine the essence of the revolutionary

sooislistic development in the World, and of Socialism in reneral'’.

Yuposlav Communists publiocly olaim thet their doctrine is the most accurate

one for the strengthenine of Interna&i.‘onsil WWEM for the creation of

savorablarulbhieae Feeweagg%oavgwu@wﬁsMﬂ&ﬁﬂ#ﬁ%ﬁ%ﬁﬁ“r of the
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Communist rerime. At secret Communist Party conferences (meetinqs) and in

confidential conversations amone Communists, the followine idéas are mainly

beine proparated:

- The Soviet desire for World domnetion, and the Soviet derensrated
krmmx bureaucraoy becomeSfatal with resard to the spreading of Communism
throurhout the World because many sooialists and supporters of the Marxist
theory in capilalist countries will not join the Communist parties,h.eauso
the latter hav&“gg;ome & "weapon of Soviet imperialism" to the World public.

= The mistaken diplomatic tactics emnd international policies of the current
Kremlin leaders ha¥fcsused a reaction in capitalist States in the West, and

.. ha¥®resulted in their coalition arainst Communism (the Mgrshall Plan, the
Atlantic Pact, and others),

= The Armed Communist atbtack in Smrmamx Korea upon the orders of Moscow creates
a war disposition end embitterment arainst Communism in the democratic
countries of the West,.

~ The threats of revolution and war by the Soviet Union, no matter how they masy
be camouflared, sreatly damare and can essily compromise the Communist World
Revolution, which is the ideal of Yuroslav Communists, and throurh which only
the latter can establish themselves in the Yuroslav population, according
to their opinion.

~ The wmyxmf campairn of Communism arainst the democraties, beforex the current
Comunist ?bvernmants kxxax are sufficently strons economically, and sufficiently
armed, is provocated by the dﬁg:fg;ated old men of the Kremlin. This premature
wer will be & sure defeat of/Communism X , perticularly and primarily in
Yuroslavia.

These suthorities in the Krenﬂin, particularly Stalin, are nearings the end of

their lives, and after Stalin' e‘réj WEE%&(?% 1%16 1%166016 eg in the

Approved For Release 2002/01/04 CIA RDPR:} go:ﬁ
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personal structure of the Politburo of th; USSR, which will at that time be
fully sware of the sreate blunder and mistake in breakine of relations wi th
Yuposlavia, end the injustice which was dome to Tito and the Yuroslav Communist
Party, end they will be then sure to request that peace be made.
= Tito and the Yuroslav Communists will do nothinp which will compromise the
interests of International Communism. The acceptance of materiel aid from the
West for purposes of economic strensthenine of the Communist Party of Yuro=
slavia Tito publically explains as follows: " There are intellirent people who

offer us assistance without any political conditions in return, and we

rladly accept this aid for the development of Socialism,"

All these ideas and many other measures maintein the majority of Yuroslav
Communists on the side of ?ito, who nelther cen or will ever give up Communisme
Ideolorically Tito #kffmxx does not differ from Stalin. The only difference

is in the methods of implementins Communism, and one must not foreet that with
resard to a World Revolutibn, the Communism of the Tito type is far moré

danqeroué for the free peoples then the Communism of the Stalin order.

It is easy to understand why to date the hopes of the Cominform for the

overthrow of Tito's rerime by meens of a re¥olution of Yuroslav Cominformists
could not be materislized. The resson is because of activities as desoribed above,
whioh are direoted toward the maintenance of the Communist spirit, and because

of severe measures underteken in Yuroslavie to suppress all opposition in the
Communist Party in Y@roslavia, whioch contains numerous competitors and finconvinced

Communists.

Yuroslav Communists who Bupporsgﬁﬂf 'Prc@GN%Rc@Lsider him to be & very
caparle mApprovckFYs Relbase TholibnomosiAdasbebiidi¥sro161melsbbeslo conjectures,
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and whose srestest Cormnux;ist moral 1s that to date he was successful in
fooline all and even the clever Stalin, and that he will be able in the future
to fool the Western Statesmen who are currently sreatly assistine him,

end with ereat satisfaction
Tito will easily/withdraw his elastic statements end eventual oblisations

of ocooperation with the West, as well as various concessions mad4 by the rerime
toward the Yueroslav population, as soon ss the existine economic end political
difficulties have been overcome s and he has strensrthened his power,; just as he

has done in the past.
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Tito in his relatipn 1o the Mot 2O AREFs £D0¥ERD Mrodi¥odigne other things
sald also the following:

SFCRTT CON
"The realizabion of the Plam tidl c}‘xrané“egéﬁl%?u%txy completely, i.e. not

only it (the country) will become nlllﬂcé'ri)cli'xraf L':i.‘nAzrifas'l:e(:'?:%‘{a'.ll:‘ Ygoocis, but these goods
will also permit a fast cultural development, We shell have many more factories, mie
nes, railroads, verious machines, good ccmrnun:lcationﬁ means, cattle and foodstuffs
of all scorts, and at the same time mlddle and higher schools, various institutes
of learning, reconstructed towns end villeges, etc, Al the same time the conditions
will be created vhich will facilitate the future large scale development, The well-
being of people will increesse consideratly. At the end of the fifth year the natio-
nal income will sattain an enormous increase, Compared to 1939 the situation will be
almost the following: 235 bllllons of dinars of natlional incame in 1951 as compsred
to 132 billions in 1939, or an increase of 193%, Besides of this, the worth of the
total material production in 1951 will be 366,6 billlons as compared to 203 billions
in 1939, or an increase of 180%,"

I1I, POLITICAL,MILITARY, AND PROPAGANDA ATM OF THE PLAN

When the Five~Year Plan hed been projected and proclaimed Tito wes in the
greatest love with USSR, Then Stalin considered Tito as the most convenient person
to commmunize Balkans, and a strqng nilitary Yugoslavia, with Tito on the top, as
an excellent military base and aventeguarde for the offensive penetration of inter-
nationel Communism into Italy and Mediterranean, Because of this USSR, inmediately
after the end of operations in Germeny in 1945, started to arm, fast and in greest
measure, Yugoslavia first,when other countries in the West began to demobilize their
armed forces,

The Five-Year Plan was supposed to serve military aims in the first place,
while the economic side was supposed to be only the means and the méterial basis,
The so-called "nationel wellbeing" weas enfremained only the camouflsge,

The following factors pmngtE:ﬁain'flttﬁﬁTcR dderations were above the eco=-
nomic considerations:
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Kidric, the member of Politburo, in the National Assembly on April 26, 1947, openly
called "The mo'bilization of all the awailable forces of the country,"

The quick creation of a relatively strong military industry by pushing fore
ward heavy and other industry, by using metallurgieal raw materials on the spot, ete,

The speeded end planned construction of comunications (RRs and motor roads)
towverds the Italian frontier and towards the Adr&;atic ports from the Danube area,

HEH

The Five-Yesr Plan is an excellent propagendistic means for the som=called
"milding of Sociallsm,”

An impression was being mede abroad that in the "Soclalist Yugoslavia® there

was more under construction in five years than in the pre-war Yugoslavia,

SECRFT CONTROL
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In TugoslavialMaself this planGefiitfiitdd0l TROEaintaining and strengthe~
ning of the Cormunist regime whicHJyds widntsingAlid ONLXts and orimes with the
wel]vbeing vhich it was preparing for the broad masses, An average man who reads
the plan and compares its impressive data comes to the cdnclusion thet the prodi-
ction will be much higher imxsueyy indeed and that it will satisfy all national
needs, And the expert propaganda of the regime, other sources of informations being
absent, was bullding castles in the air bastné/ upon the untruthful data of the
Five-Year Plan, and thus began to educate the masses of the people in the Cormunist
spirlt,

Iv, T™E EFFORTS FOR THE FULFILMENT OF THE PLAN

A1l neutral observers, who krew the situation and the possibilitges of
Yugoslavia, were sceptical about the fulfilment of the Flan on the decreed scale,

Many officinl organs of the Cominform countries were declaring in 1948 and
later that the Yugoslav Five-Year Plan was fantastic, unrealistic, and that it
was impossible to realize it on the same scale as projected,

Yugeslavs - economic specialists and anti-Communists in Yugoslavia —- did
not believe the material results and even less the basis of this Plan, i '}J/me jel:lels
ple in Yugoslavia, Aunder/the influence of Communist propaganda, wished to trust
that their physical efforts, as well as other efforts, requested from them, might
produce certain results usefull to all,

Communist agitators and the whole Yugoslav propaganda aepparatus were dem
claring and are still declaring that this Plen of the "building of Socialism" will
lead people to great wellbeing and resl happiness, and that then, according to the
natlonal proverb, dmx "milk and honey will flow" in Yugoslavia although now there
are great difficulties and great obstacles,

In this connection Hebrang stated the following in the National Assembly

on April 26, 1947: SECRET CONTROL
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remainders of b PRI R 20821097 2 1 RO PAS B0 AR I 50008 are able to
prevent its fulfilment,¥

The President of the CabirdlUREd, &QTETROL that occasions

"From all this it fgllowyxtﬁlt%géé B&@n@g invour country who are contrae
rious to its Ilndustrialization are in reality the opponents of the wellbeing of the
people, the enemies of peasants, workers, people in general, whatever their manner
of masking their struggle against the industrialization,

Besides of this, various reactionary elements will try to prevent the zm ful-
filment of the Plan in various weys.,.......0ur opponents abroad also recognize this

(certain economic results), which makes reactionary elements in the country even

more ridiculuous and lamentable when they often babble that Yugoslavia cannot Drog-

per _without the aid
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gcononic stegnation, if we do not subject ourselfes to Anglo~Saxon forces in economile

 as well as in political aspect, These words evidently are the expression £m of the
wishes cultivated by this reactionary clique, The aid whbch Greek and Turkish reactio-

naries have to receive from Liul vyt BT g t(;bROcI‘lique) happy, "Etc,
Ay A
"1 am deeply convincef] thet()de ghald SveIppLy all the obstacles,"

¥

Meanwhile, all the efforts did not produce the results expected by the Yu-
goslav Communists, The Yugoslew Cabinet hed to ask the National Assembly, through
Borls Kidri§, Chaiman of the Federsl Planning Commission, at the end of December
1950 at.l the occasion of the discussion of the budget, that the term grthe fulfilment
of the Five-Year Plan be extended for another year — until the #ed of 1952, With
thislthe so=-called Five-Year Plan has became in realiw;/six—years plan,

This has been the first public mommwe failure,

Kidrig soom mentioned the following official reasonss economic blockade by

Cominform countries which had promised and stopped credits in the amount of about
$ 400 milliony new means for strengthening of the defense strength of the country
"in order to protect the independence and the tuilding of Socialismm" 3 the increase
of prices on the Soviet market, especially of those articles which are the most ime
portant to Yugoslav import, It is interesting to note however that the "line of the
building of Soclalism and of the execution of the basic strateglc tasks set forth
by the Plan"/Borba, Dec, 31, 1950/ has been retained by the Plan,

The second unsuccess of the Plan, which manifested itself already earlier,
is the demand of the Tito's Yugoslav Govt, to the Govermment of U.S.A, for food aild
to the people- of Yugoslavia because of the threat of starvation during the winter of
1950/1951, The drought, which took place in Yﬁs%ﬁrbiduring the summer 1950, has

{“R’;?T C
been given as thexwmsmm cause of §x};(ﬂﬁck of fo that the projected grain
: U. S, utr‘blﬂ?.ds 6&:-?1’15

elevators and food reserves, which were plxwmmt also plsnned by the Plan just for such

ces0s wboTe fhone erld. T AR SRABPHEBUATERI difedipibeon wuilt

and prepared,
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e third public fallure idiH, vgiept(dupubyes epticipated by the Plen,

that the ration cards for foodstuffs and other essentisl goods would be abolished
some time up to 1951 because according to the Flan these articles have been SUp-
posed to be produced in much larger quantities than before the war when there
was a sufficient quantity of them on the free merket at normal prices,
#33
The prineiple of Communist propaganda ahd tactics is to throw the guilt
for their mmsm fellures always at their enemies, Just as the Marxigt-Leninist

theory is faultless so also the Yugoslav Five-Year Plan is faultless for Yugoslav

Communists, Its carrying out will be stubbornly continusd although — from the

objective point of view -- this is harmful to national economic interests and

_tgge&'ea.l cause of the arisen econamic crisis,
a1 e e )

For the details of the Five-Year Plan see Annex 1, 2, and 3,
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According to the Communist doctrine, which is now being carried out in Yugzoe
slavia, all able citiéens, mele and female, must be workers /intellectusl and physi-
cal/ or rather "ardent workers for the hiilding of Socialigm " With this, the State
has o}?tained the maximum labor foree possible out of human soclety, The people are
ordered to all the works necessary to the planned state economy by the state organs
which do not take into consideration their interest and will for vsrious economic
branches but which only keep in mind their abilities in order to obtain greater pro=-
ductivity,

There are prizes for works money bonuses, coupons for various foodstuffsge
of greater or smaller worth in calories, coupons for industrial artlcles, and other
smaller benefits, For those workers who cannot find proper work, who sre not able
enough for the given work, or who cannot mkkmdm accomplish ordered work quotas, there
is no need for the maintenance of life within the so-called "assured gubsistence"; be-
sides of this, for them there are also cemeteries and inhumen meens: prisons, cone

centretion cemps, and mukh death, Tito drastically expressed it in the following

manner: "That who_does not work does not eat under the Socialism,"

a the{inhabi‘bants, except Cammunist leaders, have became proletarians, From
the slavery of the 01d Age through the serfdom of the Feudsl Ers we have arrived to
the proletarians--Commnist laborers who in a certain sense have become greater slaves
than those in the earlier periods, Since the slaves in the old times were nevertheless
worth semething, they could be sold and, therefore, they were.well fed in order that
their owner would not lose something if they would die; however, citizens-workers now
cannot be sold and therefore do not need to be well fed becsuse their death does not
represent anything for the Comunist regime because they are in reality considered to

be consumers' goods,

The workers in Yugoslavia have no right to strike because "there can be no

strikes under Socialism as under W@Mw _to strike against
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instead of safeguerding the interests of the workers they in reality exploit the wore

kers teking care of the maximm utilization of the labor force and of the re-education
of the workers in the Communist spirit by the so-called "economic education,” Mabor
discipline," and "cultural uplifting of the workera-members of Syndicates," Syndieel
orgenizations in factories, towns, districts, and higher territorial-sdministrative
unite organize "socialist competition" between single workers, departments, factories
and other higher units, pushing, in such manner, the production and carrying out the
aglt-propagandistic action for obtaining personel and collective pledges for the increa-
se of work,

Wages, overtime payments and bomises for workers are minimaly they are being
paid more with propagandistic promises that they will attain a conplete material sew
curlty vhen, after the setting up of Sncialism, the prosperity will come to Tugoslavia.

The secret aim of

Athe principle of the small work jmmusws money bonuses together with the gua-
ranteed supplying of workers as long as they work is to keep them attached to the work
without interruption mikl these contemporary sleve chains as once the slaves were
attached by physlcal fawew force, If the boruses would be high/ which it would be
easy to meke for Communists in their internal market/

SECRET CONTROL
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then the m@md%@@@gﬁj_;@%ﬂ&%&&f small savings

and work during the wear much less and when Qhé?v’ v%f&i%&%gn&th the state

plammed economy woulij.ose much 'gv.not utilizing completely the cheap labor force

and by fluctuations which would follow without doubt.

During the war and the first year after the war the Yugoslav Communist
propagandists succeeded to make believe workers in industry, craft, and sgriculture
thet the factoples, workshops, and larger agricultural estates will be theirs,and
not of their former masters, becsuse they (are those who) work, After the ® sociali-
zatlon of these means of production the workers found out that thelr former masters
became proletarliens as they themselves and that the workers did not receive the pro-
mised goods while their standerd of life deteriore.ted. This was the first disappoint=

ment,

The second dissppointment of workers wes when they have found out that in the

new state their humen dienity is not token into congideratlon and that their labor

— o~

foree ig being thrown, ruthlessly and very cheaply, on the lebor maerket as consumers'

good, State labor 'orga.ns are now often being attacked, even openly in the press, that
they are using the labor force wrongly and unjustly, throwing &t according to the mo-
mentary memwent noeds from one economic branch to the other as well as to other places,
as cattle, not teking into account personel and family circumstances of the workers,
Many enterprises, when they hire asbler workers in order to carry out the Plan better,
fire without any regard the surplus workers with decreased working strength, wanen
with children, and nursing mothers; this labor force is then throwm into other m
branches of economy, where there is the greatest scarcity of labor, and ;gzs:esteadily
are: mining, agriculture, forestry, and building,

The result of all this has boen the deterioration of the productivity of worlk

kers who lost their "Socialist love" for work,and a formal spathy cane into’being,

A . S it o s S

Fluctuation of labor force or the migration of workers from one enkterprise to zno=

ther more agreable enterprise becomes the reﬁ-ular henanenon, In order to make this
SECRET CONTROL

impossi oy she, Fed sl SRIEEEBB 3 169 S5 NoAS S TR SRR BR03.47 contracts

between. the enterprise and the worker for a longer period of time, issued the Decree
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plan of the wages fund snd with the plagt oS g[{lgran(’(:eédl‘ gup%ﬁ!ing, The neasures and

B88450803-Sbor with the

penslties against the fluctuation of workers are introduced by this Decres,

Piece work, which was rejected &n the fzctories five yoars ago as "the re=
meinder of the Capitalist exploitation of workers," was re-iniroduced in industry
by the Decree of the Federal Govi, in 1951, Instead of it there were the so-called
"quotas" before, The worker vho would mot accomplish the quota mm would lose part
of wage and would receive less coupons for foodstuffs., Now the Corr:'nists began to praie-
se the piece work mmysogxkimk asserting that the productivity of work has been con-
siderably increased and production expenses lowered by the introduction of this sys=-
tem of work,

Yugoslav Govermment, besides of the known method of "shéck-workers" (udernik),
undertook also the following messures in order not to let diminish the productivity
of workers but to meintain and eventually to increase it on the basis of the satis~
factory morale of workerss propagandizing the "Movement for high productivity of
labor," the administration of economic enterprises by workers'! collectives, and .

giving workers the ramnks,

SECRET CONTROL
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This movepent waes born in the first half of 1949 on the initiative of
/ notorized
Alija Sirotanovic, a miner in the coal-mine "Breza", who, without estomrtert help,
and together with & assistants dug out 152 fomw metric tons of coal in 8 hours ,
mux thus beating the record of the known Russian worker Stahanov,

This new method of work consists of the distribution of work in & group and
it is based on the so-called "brigade gystem" of work on the working posts, nainly
in mines, and each worker -- controlled by the process of work itself -- is compelled
not to lose a mimuite in improductive activity on the basis of the disztribution of
work, Sirotanovié began to dig the cosl at three places at the seme time: he and an
assistant digger were preparing the coal, another assistant digger was preparing the
construction material and helped with the constructing of supports, while other six
assistant workers divided themselves into two groups and each wwe of them was loading
and teking away the coal from one working place, Later scme other "brigad¥ers" began
to work at four working places at the seme time, and also on the large whole with the
brigade of 36 workers, and achieved greater resultsf 862 metric tons of coal in one
shift of 8 hours/, |

This in reality is the chain system in the mine which exhausts the force
of the worker and which replaces mechanization to a large extent,

In 1949 and 1950 the whole propaganda apparatus took lead of the action to
neke this method as much popular as possible, claiming that this Yugoslav invention
was of the epochal value and glorifiying the initistors of the movement,

The Central Committee of the Union of Syndicates of Yugoslavia ordered on

Sept. 7, 194«7 to all of its dependent syndical organizations to undertake "all the

political and organizationsl measures" in order to spread this movement for the high
productivity of labor to all the branches of economy and to make it the mass move

of the class of workers

Svetozar Vlﬂmanovic/, Minister for Mines, declared the following in his inter-

view of SeRtproi’/e% 3¢ Release 2002/01/§F CC%)«E IIDFQQNO’L%QJ'I 0100150003-9
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"The Movement for the higher productivitySef(#ie+idvptSir0dib¥hg, especially
in the coal mines, mekes a faster development of the raw material base for our indue
stry possible.eseceooes

It is a known thing that the Socialism can be built only under conditions of
such productivity of the lebor which is higher of the productivity of the labor in the
Capitalist societyeseevee

To take part in this movement, to attain high work effects every day--this
is the Soclalist and patriotic duty of every worker towards our Socialist fatherlend,

On the other side, the movement for the high productivity of labor in mining
solves, even if only to a small extent, the problem of the mechanization of our mines,..

The movement for the high productivity of labor in mining developed from the
conscious struggle for the fulfilment of the Plan, which (the struggle) is being carried
on by our working class and by the work:{ng peopie of our country under the leadership

of the Communist Party snd Comrade Tito,™
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- The National Assembly approved this 180 SmAiEttALSHINY 105, #x me foi-
lowing slogans were brought out in connection with the debate about the laws
"I am convinced that the working class and all the working people will enthue
siastieally greet and accept this law because it represents the new historical revoliie
tionary acquisition of our peoples in the building of Socia.lism.”/Djuro Salaj~--Chairmen
of the Central Committee of the Union of Syndicates of Yugoslevia,/
"This is one of the most revolutionary lews in our history, important not only
for our working class and for the building of Socialism in our country, but slso for
the working class of the whole world,"/ Representativé Viktor Ropret/
@"Our working class acquired the % great role in the international Xakmx workers$
movement to take over as the firgt the direct menagement of enterprises end factories,”
33443
Already in the beginning of 1950 the Yugoslav Govermment ordered that in all
o State economic enterprises /factories, mines, ete,/ the workers!' councils be set up
as the advising organs to the menagements of enterprises in ordér to propose various
measures for the advancemeni of the production,

The members of the workers' councils were elected by secret ballot by all wor-
kers and employees of an enterprise in such a manner that 1-5 members of the council
were elected for each 100 workers, and in such a way that in the case of a great enter
prise with seme- thousands of workers the council should not have,more then 166 membere.
Director of the enterprise in question was elso in the camposition of such council, Thee
se workers! counclls had the same role and jurisdlctlon as the so-called "factory counw
cils™ in USSR, These councils, altogethsr about 205 of them in %nterprises, did
not make the Yugoslav workers enthJsiastic because they were not order-making bodles and
their recommendations and proposals were not binding for the directors in \question who
acted only according to the directives received from above from the higher state organs,

These workers' councils were fog%@}ﬂ&: &%J&Q}I&TS' councils and administrae

Approved For Release 2002/01/04 ;: CIA-RDP83- 5 0150003-9
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workers' collectives administer factories, miffs tﬁ%;Fig* %$883€F§ commercial,
agricultural, forestal, communal, and other state econamic entsrprises, Within the
frame of the state economic plan, AND ON THE BASIS OF RIGHTCAND OBLIGATIONS ESTABLI®
SHED BY LAWS AND OTHER LEGAL DECREES,"
"Workers' collectives realize this administration through workers' councils

and administrative committees of enterprises, and through workers' councils and

administrative

SECRET CONTROL
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Workers' Councll is elected for one year by the workers who concluded wmxkx
labor contracts 'with the enterprise /permanent workers/, by englineers and technical
person%l, and by other employees of the enterprise, by secret ballot on the basis of
a single 1ist of candidates proposed by the syndicel organization /Cormunist state
organ/ or by a certain number of workers and employees., It is composed of 15-120 men-
bers, Workers! Council elects its chalrman, meets at least once each six weeks, and
the di:rec'bor énd members of the achninis‘brativ%c:onmittee of the enterprise must be pre-.
sent at its meetings,

Workers' Council elects and dispenses the administrative commitéee and carries
out other rights esteblished by law,

Administrative Committee which is composed of 3=--17 members administers eco~
nomic enterprise or higher economic institution according to the laws snd decrees and
"is responsible for its work to the Worlrers'! Council and to higher state orgens, and
the administrative committee of the enterprise glsc to the administrative committes
of the higher economic institution.,” It can suggest the change of director,

The director of the enterprise or higher tnstitution directs the production
and menagement of the enterprise or higher institution and he is, by duty, a member
of the administrative committee, He mekes the oon'bracts.and disposes of the meang of
craft within the frame of the projected plan, he hires worksers and employees and is
responsible for his work /theoretically/ to the administrative cormittee of the enter-
prise and to the director of the highez; econonic institution, as well as to the come
petent state organ, end the director of the higher economic insituégggl;\%gg/ responsible)
to the administrative committee and to the competent state organ,

*If the director believes that a decision of the administrative cammittee
is contrary to the law, legal decrees, Plens, or the degrees of the competent STATE
ORGANS, he is obligated to wait temporfEGRET EGNIRBEon wntil the administra-

tive com fige, of, Foe MehaR ool RSB s b rassigre oremn dccides
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by the Presidium of the National Assembly SBZEIRE'BI‘ %Hh}'é%{sidim of the National

w Assembly of the Republic in question or g- &e Q’chpllué ISmldNe¥, Also airector of

the enterprise is eppointed by the state authority, Tﬁe position and the authority
of directors are regulated by special law,"

It is characteristic that the law presupposes that at least 3/4 of the members
of the administrative cormittee must be workers who work directly in the production
and that they have no salary as well as the members of the workers' council hawex no
salary,

» HUEHRFRE

In connection with the promulgation of the a/m law the folldwing slogans
were used by the Communist regimes

"Factories—to workers"/from Paris Commune/;

“Direct producers administer social production®/ the thought of Karl Marx/;

"This law, together with the law of nationalization, represents the most re-
volutionary act brought about in Yugoslavia and such step forward in the development

of the Soclalist democracy as until now has not been realized in any Socialist coun~

try."

SECRET CONTROL
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And ot %Rt PP Reidas &m0 0zronrem nel AR DRES/002 1 §RONG 104 505305)9%, thefegime
that all the state enterprises are passing into the hands of the workers and that they
admbhister them, in reality the workers ﬁ‘él&lﬁl&&@lﬂéﬁﬁ enterpirises nor ean
they administer them, U.S. OFFICIALS ONLY

For the following reasons:

--Because the state syndical organization presents at the elections one 8ingle
candidate list for members of the workers'® council of the enterprise, and because the-
se members of the workers! council are very probably good Communists or Communist sym-
pathdzers,

--Because the administrative cormittee has to work according to the fixed plan
of production and in conformity g‘: the legal decrees issued by the stzte,

--Because the administrative committee has no independent econemic role and
no initiative in the essential business of the enterprise, and its decisions in se-
condary problemns can be stopped by the director of the enterprise, anpointed by the
state authority, until they (secondary problems) are resolved by the competent state
organ, -

The elected administrative committee ean always be curtailed in its actions
anticipated by the law,

If the economic enterprises would be really handed over to workers for the
purpose of administration, then they should receive a proportional profit from the
enterprises, and would operate freely on the basis of the econamic principle of supply
and demand and not according to the economic pland and legal decrees of the politicel-
Juridieal state, changing the director and the members of the administrative cormittee
when they would deem it hecessary,

Therefore 1t is fiction and the greatest deceit that workers administer the
economic enterprises in the mamer as it has been mub made putlie, This law is nothing
but a propagandistic injection which has SgEdccﬁ%T aﬁrﬁNTROL

-=To deceive workers tanp’i‘arilyﬂbysraioég.?% ngizssmeLiYcance, thet they are

no longer merely a working forece but also the administrative force, and
Approved For Release 2002/01/04 : CIA-RDP83-00415R010100150003-9



-18 - (2)
~~TopppyevetirorRete afe H002/0 10U NCHaRDPESS00413R0 104001500038 to ' s Yugosla~
via went on the right by giving workers moISEGﬂET thzﬁN:ﬁd'ive in other countries,
-’ In reality, the workers' councilslgrfy, a@rfipjgﬁzzgﬁfsveomzﬁttees are not the
organs of the workers but unpaid emxilisry state organs of the directorsof the ender-

prises and of higher competent state orgeng, while the mmxmmy e owner of all the

enterprises continues to remein the state,

111, The decree on professional aualificetion and ranks of the workers,

In conformity to this decree of the Federal Govermment, promulgated in the
second half of 1950, giving of ranks to all industrial workers was carried out until
the end of 1950,

This decree establishes 9 steps of qualification:

--Assistant Worker---after a tralneeship of 3 months

~-=Halfgkilled Worker---after a traineeship of 9 months

~=-Skilled Worker---sfter a minimum of 15 months of traineeship

-~Learned Worker---iith traineeship of 18 months

-
--Independent Worker )
)
--Specialist ) In order to obtaln these ranks it is necessary
‘ ) to pass practical and theoretical exeminations,
--Senior Specialist %
--Magter )
--3laster in more fields;
SECRET CONTROL
U.S. UFHIVIALS ONLY
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who doea generel manusl labor and Homs kgﬁﬁlﬁ ﬂi C@N TR
UL N

The administrative committees of tﬁ.e in-ﬁfg}rliétfz,ﬁéthsﬁ}‘éyassistsnce of spe-
cial cormissions,carried out the categorization of workers who until then were called
unqualified, half-qualified, and qualified workers,

Higher professional skill of workers, which they will be able to attain in
special professione} schoolsy will draw higher ranks which will carry the corresponding
higher wages.

The cheracter of professional skill of workers Xz has been raised by this
decreg and they have become some sort of state employees (civil servants), and this,
m with the lew on workers! pensions, is a very favorable reform fran the
moral point of view,

The new ranks were given to & total of 906,09/, industrial workers until the
ond of 19508 277,408 in Serbla, 266,411 in Croatia, 147,231 in Siovenia, 161,305 in '
Bosnia and Herzegovina, 41,500 in Macedonia, and 12,239 in Nontenegro,

Artisan workers are not included in this mmber as well as some workers who
according to the character of their occupation cannot be considered nelther artisen
nor industrial workers., The decree on renks end professional qualificetion of arti-
san and other workers is under way,

Vodeslaw Holjevac, Minister of Labor of FNRY, declared to the press on Jan,b,
1951 that the categorization of workers according to the ranks is especially useful
and important m for the structure of the new wage system and for the plan of working
.force.

k31234

Tt can be concluded that the moral status of the great majority of Yugoslav
.

workers is very bad becsuse the wrong economic basis of them :r?egime cannot give

satisfaction to workers, who are the most important econanic factor of the contempo-

< T, CONT
rery collective 1life, in spite of thes Egg%}za :'Lc{f'{(s‘0 %I ‘&Q[!‘aising somewhat their posi-

) rgis. uttiCIALS ONLY S
\ . ; : s a _ an 1Y an sy
tion in so&llol%%eeanlgor(ﬁrél ggg&cezo of all propagandistic measures gua €
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Thewhole Yugoslav economy, instead of free economic life, is directed and con=
trolled by the Juridical State through ccllectivization,

The right to private property does not exist; even if individuals temporcrily
possess minimel material means for individuel 1life, these means can be taken away
by the state =t any momemxk time,

Tito declared on April 26, 1947 et the occasion of the presentation of the
Flve-Year Plan to the Natlonal Assembly the following in the very beginning of his
speechs

"Plammed economy and its success are, naturally, tied unseparably with the

existing new so eial order in the new Yugoslavia,

SECRET CONTROL
U.S. utriCLALS ONLY
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Without this %?ggg\:eg:ft%roﬁg Iiahsée %23%@%’3%%?@%@&@%%09&0%# privete pro-
perty to soclal property, without new dellPefhciO Ff [Hhf ArEsl m%e's democracy --, sumch
plarmed economy would be impossible to realize, In our country it can be realized Rxmm
due to the simple reason that industry, mines, and the basic wealth of the country
are in the hands of the people, This is why the state can and must exercise its influ-
ence also on the private sector of the economy, and this is why also this sector has to
be included into the genmeral planned economy, "

Due to such economy there was a great penury in almost everything at the erd
of 1950 and later, If there would have Been no American aid in food and other needs,
economic breakdown would have surely teken place 1n Yugoslavia,

Tt can be concluded that the economic crisis, in wesker or acuter form, will
laéfwithout interruption as long as the present Comrmunist regime with the existing eco-

nomic system will be in power,

I, INDUSTRY

At the time of voting the Five-Year Plen by the National Assembly on April 26,
1947, Fremier Tito sdad the following about the importance of industry among the other
things:

destitute

" Industrialization will permit hundreds of thousands of our pmmx cltizens
and our landless peasants to make their 1iving without being forced to leave their
country and to wander around the world locking for work, Industrialization of our coun=
try therefore represents a very important factor in the solution of social problem
which is full of difficulties,

And the industrialization of the country, on the basis of the introduction
of a planned economy in the new Yugoslaviay fapresentssura and direct improvement of
the standard of 1ife for our peoples, for our workers and peasants, for our cltizens
in general, While in the Capitalist lands the 1ndustr1a] rationallzatlon and the ine

crease of profit by the utilization of g&ﬁ%resetﬁ a real defeat for the working

(CLAL
class — Mwe@ﬁxwmaﬂb%ﬁlpgm A ob kM dodmssoeate profits takes
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away the bread froam e large part E?ﬁﬁiykérﬁ classg, burning large quantities of

NTROL

| foodstuffs oz{?;'owning then whilﬁ.’cg-e Wﬁei‘ II‘AGE§DSO§§EI§E the working mas§es -9
in our country exactly the opposite will take place and the prosperity of our peoples
will only increase,"

Andrej Hebrang, then the chairman of the Federal Planning Cormission, said
at that occasion on April 26, 1947:

"The economic and defensive strength of every country depends from heavy in-
dustry, and especially fram metellurgy and from the machine indu$try. Because of this,
our main task, the fulfilment of which will permit the fulfilment of all other tasks,
is to build a sufficiently strong heavy indus’cryjzgth modern technical ecquipment,"

- The development of the industry, especially of the heavy one, has been indeed
given the greatest push, and in comparison with all other branches of economy, especial-

1y with craefts, has been especially favored,

For industrial investments a credit of

SECRTT CONTROL
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115.7 billidipatered lerRume R TRV RIY RPN PRM U WY rran, The
projected worth of the yHarfly Odchb€d#l rddhbiion was supposed to amount to 126
' billion dinars,

During 1950 and 1951 a special attention has been given to the armaments indue
stry and theintention of the regime is to make it independent in order that it would
be able to produce the most important weapons and other military material as soon as
possible,

Special attention is g'ven to the construction of new factories and to the
modernization of the old industrial enterprises, |

The fabrication of certain products which had not been produced earlier has
starteds trucks, tractors, heavy locomotives, heavy machines for public constructions,
craneg, hydraulic turbines, big steam boilers, work machines of heavy and middle cepa-
city, electric machines and high tension transformers, agricultural machines of large
capacity, etc,

The worth of the indusirial production in 1951, according to the Five-Year
Plen, was supposed to be five times the one of 1939, i,e, 10,625 dinars per inhabitant
as compared to 3,378 dinars in 1939,

Economic blo?kade by the Cominform countries caused great ddfficulties in Yo
goslav industry, and;gertain industfial branches caused catastrophe, Yugoslavia was
oriented 90% towards the Cominform countries as far as investment purchases in the
Plan were concerned, From the contracted purcheses, 20 billion dinars worth — mainly
for the needs of industrialization, one billion dinars worth k was delivered until the
blockade (began), The following should have been delivered fram those courtries accore
ding to the contracts concluded: a complete metallurgical combine for Zeniea, coamplete
equipment for alumimm combine in Str.nié’é’e ,:'tractor factory, various equipment for
large-scale chemical Industry and for light industry, a large part of drilling equipment
for the exploatation of petroleum, mining&EﬁBxEI‘b,Cﬂ}&’EﬁO&guiment for thermoelsc~

~ tric and hydroelectric stations, ete, Houev%r,uilﬁi hfol 8o ONI: Yooen received,

Bes1dggnpbvdltor RbRfor %@ZWlﬁlQP@%’RBﬁ%WWOMOMQOUGB@mSSion:,ron
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and machines purchased, The ereation of the skilled cadre of workers represents the
greatest concern to the Communist regime; to make,besides of all other measures,
yampty prepered industrial warkers with speed, This is the weakest point of the quick
Yugoslav industrializatlon which carmot be overcome for & certain longer perlod of time,

The total mumber of industrial workeram,mainly not sufficiently prepared and
qualified for their work—— hastily teken from the agriculture, was 006,094 at the end
of 1950, of which 70,000 employed in metallprgy. There were and are great difficultiés
in transforming industry due to the 1ack of basic materialss: cottonm, wool, and hides,
‘ textile and leather
Because of this/every year dlmost Ximom all At factories have not been working for
some months,

7/

Yugoslavia has no coke for heavy industry and this must be imported from abe
road vhich representsj‘oig financial burden; two large coke factories are under cons
struction now which will produce metallurgical coke from éssk coal and lignite which

will completely replace the regl coke,

SECR™T CONTROL
U.S. vir LIALS OHLI,
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BerorBPERY ST RRleae A0 /RY CdallARRE 82004 1aR2 101901208035 tamatic but
secure and favorable industrial development, Together with agriculture, the principal

= branch of production, she represented Smﬁﬁo@(ﬁ%a}ﬁﬁﬁ whole,

Although an unnaturally speedidSleGpEdphiehd. lo$ ﬁﬁ&a‘;ry cannot produce the
expected results, the Yugoslav industrialization itself is very popular smong the people
and many uninformed persons still expect a quick xxupspmwiEix prosperity of the people
and the increase of the standard of life from it, as the Corrmunist propaganda Em cone-

tinuously and particularily suggests, This is the Communist ace for maintaining the po-

wer, and the success or unsuccessg of the industriallzation is fatelly tied with the

Communists renainiz}g in power or losing it,

On this basig the temporary flirting of Tito with the West can be understood

in the best way; from i1t (West) he demands help for the industrislizetion of the country,

becauge this for him end for his Communist regime is the matter of 1ife and death,

See details in the annexes: I, II, 28, 29, 30, and 31,

- II, ELECTRIFICATION

Especlally greet sttention is giwen by the/regime to the electrification of
Yugoslavia, This electrification, according to the opinion of Yugoslev Cormunists,
is supposed to become, besides of the mines, the source of wealth of the country and
of the increase of the standard of life of the inhebitants, The official propagenida
emphasizes this especlally to the working masses,

The condltlions for electrification are really very favorable beceuse in Yugo-
slavia there are meny waters which are not yet used for this purpose, Besldes of this,
the faraway coal and lignite mines could be eyploiféd better and more economically with
thermic electrification, New hydro- and thermoelectric stations have been and are being

built with great speed, and the electric stations existing from before hsve been partiadly

SECRET CONTROL

u. S, ot F1CIALS ONLY
A1l this hes been done unsystematically and with an insufficient mumber of

reconstructed and enlarged,

-
specialists beceuse of which there were many errors and enormous damege, Hokx Without
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would havApfrasedforRaease 290201¢04m RIXO941 150003-8nd. without
NIRRT,
haste, The reason for all this is propLéanaO—F—F:}E I@iS"iﬁi\FLP}“e.“ which was and

which is so much needed by the regime also in comnection m with the probla: of electri-

fiecation,

The production of the newly built and of the reconstructed power stations

amounted in 1950 to 350,000,000 kw krs,

The production of electric enérgy was moving in the following way on the

yearly basiss
1939 .
1946 .
1947 .
1948
1949 .

L

1951 ~=according to

tity cermot be produced in

*

e e e v s e s . s 1,100,000,000 kv hrs.
S 144, 157, 000 kw hrs,
e e e e e e e . . 1,455,551,000 kv hrs,
e e s ve e e+ o 2,007,000,000 kw hrs.

& e ® 2 o e o 2 2’186,0003000kWhrS.

5-Year Plangt should bek,350,000,000 kw hrs, This quan-

any cese,

LRk
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According to the latest estimddiibi} . ﬁdr@@gﬁtfis fstatlons with the totel
capacity of 122 million kw kemyx coultr S O S iicrgdg op iiRey ,rivers of Yugoslavia;
e they could produce about 60 billion kw hrs, of electric energy per year.
New hydro~ and thermoelectric stations and other electric Ilnstallations, as
well as long-distance electric conduits (trunk-lines), the 5-year investments for which

were anticipated tq be of 30 hillion dinars, are muERX® sy being constructedd

The action 1tself and the work on the electrification of the country are poe-
pular snd this msy be the greatest success of the Comnunist regime}in Yugoslavia,
For electric stations see Annex 15, for the orgenization of the transportation

of ¥rtric energy see Snnex 14,

IIT, MINING
a) Minersl wealth of Yugoslavis
With regard to other Buropean countries Yugoslavia 1s mainly a mining country,
Before the World Wer II, the mining in Yugosleavia was developing very satis=
- factorily, systematically, end uninterruptedly, becasuse all the necessary conditions
were present, After the Communists took power, the exploitation of the wealthy mineral
goods,hxsxkesw in the first place of stretegic metals, has been impelled,

As far as the quentity of production is concerned Yugoslavia occupies the
following places:

Coppers the first in Burope and the eighth in the world,

Lead: the first in Burcpe and the seventh 1n’the world,

Chromes the sixth in the world,

Mercurys: the third in the world,

Yugoslavia has not been investigated enough yet as far as her mineral wealth
is concerned, Short time ago new beds of rare minerals have been discovered: of moly=-
bdentm, wolfram, cadmium, boracite, celestlte (Selit ?),copper, antimony, lead, zine,
manganese, and c¢hromium, There is gbldSJ'itf Eﬁ;‘erCQMR e Wor:::s goling on,

There is especially erough oi‘“bl%clé’éotai’;‘lﬂ'&é'z Qg{&,t and lignite for the

needs of indus The ity of the black coal is not good enough for mxke producing
Appr ved ForReIease 2002/01/04 CIA-RDP83- 00415R010100150003 9
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coke, this is why special coke factor $0
«®. OFFIC]
from hrown coal and lignite are being built. ALS ONLY
There is enocugh iron ore for the needs of industrialization,

The production off strateglc metals -- copper, lead, chrome, zinc, aluminum,

antimony - is sufficient for the present needs of the country and a great quentity

of these strategic raw materials is . being exported abrdad,

SECRET CONTROL
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Svetozer Wkmanovie, E‘Iinisterufoﬁ'l»gréélLda‘zisic’omp ress a statement in
this regard on Sept, 9, 1949, when he :zﬂﬁ among other things:

"The lack of labor force, withawe could =t least temporarily replace the lack

of mechenization, during the time until our heavy industry will be able to supnly

fbm to the mines the necessary machines in sufficient quantitles, azlso represents s

grest, often irrepcorable, difficulty, Accordingly, the low level of the mechanization

of our mines requires -- in_as_much as the production is increasing more and more —-
an glways larger number of workers, and we are not alweys in the position Xkwkx to
satisfy a1l these needs for labor force quickly and in hamony with the esrowing prom
duction, Therefore we find ourselves generally in the permanent mm scercity of labor,!

- L4 L] . L - L . * L - . - L L4

"The novement for the high productivity of labor in mining still has not ine

wolved 11 the workers in the mines whefe it sppeared, The movement oot enly the best

brigades which work according to the new rmethod and attain high productivity, while

the other brigades work according to the old method and

SECRET CONTROL
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b) Petroleum

The production of petroleun started especially on the oilfields of Lendava

~ nd Cojilo. SECRET CONTRQL

U. §. OFFI{,‘IAG}&

Explorations and drilling in four oil ar § JQlNdeyvodina, as well as in other
places wfére the petroleum was found to be present, have begun.
However, in splte of the presence of the petroleum, large quentities of it
could not be discovered and explolted until now,
In 1949 the exploitation of oil shales for the acquisition of petrolewm derive-
tes has begun, The reserves of oil is.hales known until now suppass 1 billlon tons,
yearly

by
450,000 tons of petroleumyshould be produced ?‘ 1951 according to the 5-Year

Plan, This quentity, however, could not be reached in spite of all the efforts until

now,
c) Workers in mines
Wew mines heve been opened, and the old ones have been enlarged,
In spite of all the measures undertaken by the suthorities a large nurber of

mines do not fulfil their yearly plans, The reasons for this are: bad organization of
isbor for systematic and plamned exploitation of mines, insufficient labor force,
fluectustion, and especially week will of the workers, Before the mmx war, when the mines
were in private hands, they were exploited faster, better, and more profitably, and

the workers were much more sk satisfied.

The present workers are not quelified for the work in mines to a large extent,
and sometimes they come directly from sgriculture and are coerced to go as working
fnrce, A large percentage of those who arrive, even up to 39%, do not go to work re-
gularly using vaerious "unjustified" excuses snd this is the real cause mfxkkm for the
lack of the labor force, All the promises and privileges given to vorkers in order
to raise their eagerness for work, §ersanal and collective pledges of workers for the

ECRET CONTROL

inerese of production, shock-workifs brigade ‘system in comnection with the movement
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for the high productivity of lebor and other measures did not give satisfactory re-

sults., Approved For Release 2002/01/04 : CIA-RDP83-00415R010100150003-9
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On the question of the Tana%mi‘ $rpn e are the reasons for this
3¢

situation?", Minister Vukmanovic andlwed Edﬂf'fwlALS ONLY

"Before all, technical menagement of mines end Barty end syndicel organiza-

tions still have not enough foxes obstinacy to break the conservative opinions of some

conservative menagers who stubbornly persist that the work should be done acecording to

the old method, Technicsl menagement and the Party ard syndical organizations still

\
have not enough obstinacy to get all the workers into brigades and to earry out the

new organization of work on all working places, etc, To overcome these weaknesses, i,e.

to_strengthen the brigade gystem of work —- this is the task of our miners! colleetives."

d) The conclusion sbout the mines

With the relatively low wages the mines have become a big source of income
for the Communist regime in a double senses

--For the acquisition of foreign currencies by export of minerals, and

--For the industrialization of the country with cheap damestic raw materials,

However, unsystematic exploitation and quick draining of the mines is becoming
less and less popular among the masses of the people since they see and feel that by
the socialization of mines their standard of 1life is not becoming better by eny means,

For details about the mines and petroleum see snnexes: 16, 17, 18, 19, 20,

21, 22, 23, 21{,, 25’ 26, 27, a-nd 33.

IV, AGRICULTIURE AMD FORESTHY
Before the World War II,Yugnslavia was notably an agricultural country, Agrie
culture represented her greatest wealth, Agrieultural products/wheat, eorn, lumber,
etc,/ were her most important articles for export.
After the war and after the Commnists tock over, Yugoslavie produces less and
less in agricnlture every year,in o:&E{,R‘E{ hgzﬂﬂﬂ“tﬂﬂﬁnt, at the end of 1950, had
to ask the Govt, of USA for aid inUsoddsQbrks{ Idli-adNLY avoid the catastrophic hun-

ger which RierdiRieE ortree R 200209708 $OIRRDIPESD 011 5161 ¢10050003-9



“f/ﬁi;j (2)

This hggr?vedé:r%(‘lRﬂﬁa%%gogfﬁy%ﬁlﬁ%%‘?ﬁﬁm 90350008338 s of Yugo-
ONLY

slavia,

The drought, vhich reigned in 1950 in the southern part of the country, is not
the only and the main cause for the lack of food, becapse the same drought took place

more or less also in the neighboring lands,

The main reason for the lack of foodstuffs is the Communist=Socialist economic

policy in Yugpslavia, and especially the direct and obligatory delivery of foodstuffs

at very low prices,
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AMready in 1945,after tekimpower, the Cormunist regime wanted to introduce
the Soviet system of kolkhozes in order to put peasants completely under the Comrunist
control although in Yugoslavia there were no favorable conditions for such zxzex en
agricultural system as they were in Russia,

In Yugoslavia the agricultural proleteriaet in the true sense of the word was
non-existing because every village family had its own farm and 1f it d@id not have it
in a sufficient extent it was able to obtain it easily tharks to the gx=aksm agrarian
reforms which were carried out fockhw earlier in the pre-war Yugoslavia in favor of
pEsgawks those people in agriculture who cultivated their land directly, On the other
side, Yugoslav peasants -- especially Serbs ——are greater individualists then Russians
and each one of them wishes to have his own property and to be free on it regardless
of profitebility of the union of more farms, Because of = this the systen of forced
collectivization (kolhozaetion) met the greatest resistance of peasants in the very
beginning,

Then‘ the Communist regime undertook the so-called "voluntary" creation of
peasants! working cboperatives applying all the camouflaged coercive measures on mkhmx
one side and facilitations for members of cooepratives on the other side, and especially
roeepEydey exoneration from taxes, supply benefits and other advantapes, and especially
police protection for members of cocperatives in order that they would not be sent to
concentration camps, forced labor, and similar, In the period of five years until June
30, 1950, the regime succeeded to set up in this manner only 6,971 cooperatives inclu-
ding 415,398 mmmmk members with 2,157,786 hectares, Communists hoped to get gradually
and with time the majority if not all the peasants into these cooperatives,

Every farmer who becomes member bf the cooperative has to give to the cooperative

his whole property: land, buildings, cattle, and 'boolsN Hf{ (‘tﬁfomes an agricultural wor-

?r WL?ijected to the chief

“ ker on this cooperativ%property and he i§ggm%sF‘Tin eve
. . &6 §r ]31‘ FICIAL .
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manbers work, gn dhdg ORI SIbb RV PR B33 #rIAT1 04 dds0bbs-orofit among
themselves but the lion's share is taken bgaégeR&Zt&ON TROL
o In reaslity, the 1ife and the coezpc.igé J(.)a{gzl' CM&IQMW has been causing
‘-’Qaricus disagreements, discontent, and quarrels, Since the members can no longer return
to free work and life, a certain apathy end a tendency to work as Ymmsk little as possi-
ble and to live better arose among them, This phenomenon of non-workers--parasites is
becoming a rule and a regular appearance in fhe cooperatives, and from this typs of pe~
ople Cormmunist agitators and controllers in villages are mostly recruited,

Generally teken, the main thing is that the cooperatives produce less than the
formerly independent farms where there was love for own land, cattle, and personal work,
But this was not and is not important to the regime, the main thing to which is to keap
by it a better control over the peasants and to carry out their so-~called "Socialist
re~cducation," Convinced Carmunists believe still now that the insufficient economic
effect of the soclalized peasants! working cooperatives, in splte of all the favorizaw
tion by the Communist regime, is the regult of the lack of Socialist Eanar conviction,

wrihiich will necessarily be created in time and on the basis of coercive organization,

as they suppose,
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ﬁmﬂ?&&?&'ﬁ&a’%@%ii&&%&’ 01004 : I':?‘.SRI[))IEO 3131?14ln s statement about the
tasks of the Federal Govermment to the National Adssembly on April 27, 1950:

- "In order to strengthen the Sﬁiﬂ%ﬂvs?mﬁﬁ 6ir agelculture it is not enough
to set up the highegé possible mmbff, §f gapm{al’t&ff,OWZ%t is necessary to supply
them as soon as possible with tools and machines, and it is necessary to strengthen

them organizationally, economically, and politically, The consciocusness of the members

of cooperatives must be Soclalist, i,e, their relationship towards the state and the

Socialist collectivity must be different from that which is still prevailing today
among many independent peasants, It is necessary to help the cooperatives with credits
in order that they may raise as many plgs, cattle, ete, as possibie. In one word, it
is necessary to increase the cattle fund as much as possible because the¢re are all

.the conditions for it in our country, Our cooperatives must really become the Socia-

list egricultural production enterprises, The cooperatives have to be founded on the

voluntery besis, In the vast there were some mistakes mede in this direction in Some

places, but now they are headine towards the other extreme and the founding of new

coooperatives has becn completely zkmidwhest alendoned in some areag, It is necessary

to do more political work in this direction and to contimie odmard the founding of
cooperatives,™

In spite of negative results the Yugoslav Cammnist regime continues with the
soclalization of villages, The labokr foree in the cooperatives is utilized very badly

AT cacequine

le=sPder that in 1949 the members gove only en average of 104 working days, Therefore
1t has been projected now to use people during the winter, when there is no work on
the cooperative’bmperty, for crafis, for cutting e woods, and for other works,

The present duties of the stete and CP organg in regerd to the peasantg!? working
cooperatives ares

1)lore #ntensive politicel and agltatorial work for the creation of new co-
operatives;

- 2) Economic aid to the existSE‘GRtE;ErEEMS’ERQL
3) ExpRpRtOUEdFortkeicuse bBbaRu @ik Bk Kbbes 88%ksR010100150003-9
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ties (ferms) in Yugoslsvia suffered a co quccess

MVIA Y

Although letely the measures foyj tge gg.}eﬁtéﬁzsatfbcﬁ{‘og the agrocultgre have

been temporarily end pullicly stopped, the policy and the tendency of the regime have

not changed end they will be realized later at the first (opportune) morent,

b) Individual pezsants

The peasants who did not want to Join the cooperatives represent the enormous
majorify.

The measures of the Communist regime to coerce them indirectly to join the
cooperatives "voluntarily" had no succees in the case of the majority of the farmers,
These measures were mainly the following ones:

--High, disproportionel and unjust taxes in order to make the individual culti~
vation of farm unprofitable;

—Very low prices for the obligatory deliveries of agricultural and animal
; _'produc'bs which caused k great discontent among the peasants;

~-To meke 1t diffieult (for individusl peasants) to obtain the necessary
tools, fertilizers, and other means;

--Threats with forced lebor, prison®z, or concentration camps—— =nd the reali-
zation of these threats for the snallest, sometimes subconscious and not intended,

faults,
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their echo in the case of few, morally wezker f&E;GJ&ETIthQgNﬁM Join the coope~
- ratives, But the great majority of peasants r&it%fé&%@t&&h&me& their
old inherited land themselves to the extent left to them by the Communist potentates,

These peasants are today the greatest and the most dangerous enemies of Communism

together with - in spirituel and mora}.rj:@ect -~ the Churches,

They are being ridiculed as "kulaks", chieared and punished by the regime in
all »m the possible manners,

When they have not enough grain, meat, and other foodstuffs, which they have ¥to
deliver to the state at low prices, they buy these foodstuffs at ten times higher prices
on the black market in other areas in order to fulfil the ordered quotas, which are
disproportionally high, and in order not to be punished, Those who cannot do it, axe
go into prisons and concentration camps, but not into cooperatives, These peasants

like to suffer hunger if they can work on their native Kand which they loves wckcex

on the basis of this love will perish the Comrunism in Yugoslavia,

It is natural that there is sabotege and paséivelresistance dvue to such state
o\ affairs, One of the usual types of sabotage is that: 2 certain superficis of land,
for which the peasan‘b# recelves ti'e corresponding quantlty of seed from the people's
committeey, not all of this seed is hedwwe- sown but much less/with the consequence that
that the harvested product is proportionally smaller,

Speclal quotas are set up for cattle, Foe each cow, goal, or sheep there is
a specisl quote of milk which the owner has to give to the state,

The quote for a hen is normally 200 eggs per year, If these animals cannot
produce these quotas they are killed and the meat is given to the state or they are
given to the cooveratives as sterlle because these quotes are not required from co-

cperatives,

There were and there are many Jokes and storiles imiid made up by the enenies

~ of Communism in regard to these quﬂeRﬁrtE@N\ffR@jgs - at visible places - dead
hens were secAppraveirof Relcibe Wes%:m@mmﬂmmmﬂm;-mong which the
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fulfil the quote," This joke was very successful and Mﬁﬁ%@}mﬁlwt ‘Yu_..

“wr goslavia, naturally through the socalled oral press, - S, OFFiCy ALS ONLY

c)_Forestal productdon

Yugoslavia is rich with Vforests.

Wood articles represent now one of the stronged$ items in the Yugoslav export,

Exploitation of woods is very intensive, it cannot reach, however, the one from
before the war, mainly because of the leck of working forcs, |

It has been projected and ordered that chercocl or wood be used for fuel for
motor vehicles -- for at least 30% of all motor vehlcles in the country, This mainly
because there is not enough gesoline for motor vehicles,

The measures for the growth of new forests have been undertsken, According to
the Five-Yecr Plan new forestation of 100,000 hectares and regeneration of the abendo-
ned forests of 150,000 hectares hsve becn projected,

The tendency of the/regime now is to export finished and half-finished

SECRET CONTROL
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wood articles, This is why lumber mills are bﬁ&ﬂ&%ﬁ%%&bl areasg, Also
other forestal industry is developing quickl}l- 5. OFFICIALS ONLY

333

Form detalls see Annexes I and 12,

V. TRAFFIC
Speciel attention is given to the development of traffie and to the congtrue-
ction of mesns of traffic,
In this sector money, mar’{;éfial and labor means are not spured, The old pre-
war means of cormunicationx, which were destroyed during the wer, have been recon-

structed and the new ones have been built, Strategic reasons prevailed upon the econcm

mic reasons -- vhich were mainly satiafied in the prewar Yugoslavia —in the construe-

ction of the new means of cormuniecation,

&) _Railroad traffic

Railroads are opnsidered to be the basis of the communication systen,

820 km of RR lines were constructed from 1946 to 1949, and 302 km of double

lines were reconstructed, not countiing mining and industrial lines, The construction

of 1,500 km of RR lines is projected by the Flve-Year Plen,

19,414,000 metric tons_of goods were carried on RRs in 1946, and 46,155,000

tons in 1949; according to the Five-Yernr Plan 53,200,000 tons should be carried in
1951, |

7854435000 passengers were transported by the RRs in 1946, ard 150,549,000
passengers in 1949, vhile sccording to the 5-Year Plen 90,000,000 should be tran-
sported #n 1951,

b) Road traffic

In 1950, 324 mf km of modern roads have been constructed, 357 km of stonee

paved rosdsy and 4,062 km of roads §r§z€gﬂﬁ?qopmﬁ@hoderMZed, and repaired,
C LAl

The first automobile hisghway in Yup?ﬁi{ﬂrgzhs cﬂﬂ“ "Brotherhood and Unity,"
73, . Wi
Approved For Release 2002/01/04 : CIA-RDP83-00415R010100150003-9
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connecting Bé.%g‘;%\leegafg rZEEII?ea’gf w%&sc%“ﬁgn%ﬁs%@%ﬁﬁ‘%w Lt 5‘1%93'@, 1950, The
speeded construction of this first greatest object of the Five Year Plan took 2 years,
and the following participated in the worlks: 250,000 youth in working brigedes from all
parts of the country, 70,000 soldiers, and ab&EGB,EJo %&I&g}&technicians, and
specialized workers. The length of the highvgy S_s gy\i&%ng}yﬂ;—asphalt and small
stone=cube pavement,

The traffic on this modern highwey is very wegk and averages a few motor vehie

cles daily., There are days when no motor vehicle passes for the following reasonsi

SECRET CONTRAY.
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——Decause the highway is parallel to the strongest of double track,

COWTROL

—Because for heavier and slower &gk‘:ﬁﬁér}catlon theaﬁts{ the river Sava
from Belgrade to Sisek below Zagreb, U. S OF J h‘lA

——Decause there are no private ears and gasoline and other fueld are limlted
to the state-owned automobiles,

——Because for quick transportation there is the reé;ular air traffic on
the line Belgrade-Zagreb,

In reality this highway was projected as a strateglc object in 1946 for mo=
torized and armored units, in the first place those of the USSR, and as a strong sup-
ply line for the Comrmunist troops in the case of the prgjected future conquest of
Trieste and Italy, and beceuse of this an extension was projected to Ljubljana and
Trieste,

Ye¥H

1,706,000 metric tons of goods were transported in public automobile traffic
in 1946, and 4,759,000 tons in 1049,

17,679,000 passengers 1~.vereitra§'3ported in 1946 in public automobile traffic
and 24,201,000 passengers in 1949, while according to the plan 36,150,000 should be
transported in 1951,

¢) Maritime traffic

lerchant navy wes destroyed for the major part during tre war 1941-1945,

The merchant navy of the Kingdem of Yugoslavia had 390,000 tons in 1939 vith
a total strength of 220,000 HP, and 600,000 tons whth 400,000 HP are projected for
1951 by the Five-Year Plan,

+er the war new ships were made and bought, and a part of the old ships

were reconstricted and modernized, A great effort is being made to reach the prewar
tonnage and to surpass it, SF,C ’LY CONTROL

3,332,000 tons of goods were transﬁqzﬁ.ed\):tﬂ i’?é#,l‘ﬁs., Q%goo tons of goods

t 3 A to the Five=-fecr Plan
were trangparted 1B A Hbe RS0 ot - RRTR ST G tso00s s
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0,200,000 tons should be transportec}s }‘ijlé J[, C OT,TT{,\,
Wil

24,064,000 passengers were trensvortsd. in nzers in 1949,

o

™ "
while 3,800,000 are supposed to be transported in 1951,

d) River traffic
The river merchant navy of the pre-war Kinodom of Yugoslavia had 10,175 IP
of passenger ships, and 55,260 HP of csrgo ships,
During the war 87,5% of passenger ships and 73,6% of cargo ships were de-
stroyed,

At the end of 1949 there were In Yugoslavia 3,900 HP of pasgenger ships,

and 30,425 HP of cargo ships, According to the Five-Year

SECRET CONTROL
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Plan 5,700 HP of passenger ships and 50,900 of cargo ships were supponsed to be in

1951,

The transport of goods in the river traffic was the following: 1939--

‘ {TROL
2,995,000 tons; 1946-=1,155,000 tons;__];949SEz(;&g‘,'gOOCgo}z‘1;r°Rwhil§ aceording to the

5 OFFICIALS ONL

Plen 3,500,000 tons should be carried inYe

922,400 passengers were transported in 1946, and 1,753,000 in 1949,

e)_Air traffie

Before the war there was the priwvnte alr transportation company "Aeroput”"
in Yugoslavia which was partially subsidized by the state, It progressed constantly
insofar as the flying persomnel, plédnes, and security of travel were concerned,
12,070 passengers were transported in 1939,

This traffic is now in state hands under the name of "Yugoslav Aero-Transport,”
10,000 passengers were transported in 1946, and 33,800 in 1949,

10 sirplaknes were serving the traffic in 1946 with 9 air lines; the following

has been projected the Plan for 19513 48 airplanes, 10 airports, 26 air lines,

8 of which for traffic with other countries,

333t
A totsl amount of 72.6 billion dinars is projected hy the Flan for new in..

vestments in traffic and for the purchase of the means of transport,

VI, TRADE
The whole trade im in the hands of the state.
The system of trade, forelgn as well as internal, was completely identical
to the existing trade systems in USSR and her satellites,
This situation lasted until the end of 1950 when certain minor reforms and

tr
changes ﬂ;mdsem introduced, in orgﬁdﬁtvfo emgrﬁ@ﬁconomic life in Yugoslavia

to a complete standstill, but neverﬁhﬁ.ess EDP?CYCAE‘&J@&% basie Cammunist principle

of frade. hGsrdodd FRBIERLIIGEIA 1S SR Sa S S i b fsTeigm, xade dn order
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that single import-export enterprise re oY lecs independently, however,
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according to the instructions of +hd* Maeral inistry of Trade and of the directora=-

tes for foreign trade existing at the Republican Govermments. Until the end of 1950
relations '

the pmwwswiismx smong the enterprises in the country were made through the Plan

which killed the initiatlve and any ugeful work; now the reciprocal contracts axwHE

between producers! and consumers’! enterprises can be made, however s$ill always on

the basis of the quotas of the state plan,

SECRET CONTROL
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by which these enterprises became J@Pmﬁéfft in extent, Otherwise all
the enterprlses are mainly m;mqqmg b@,lpngir@hs t@ﬂ‘w s but this year a

small mumber of enterprises such as hotels, restaurants, handicraft shops, were

given & private opera'bionf, but alweys under the state control,

a) Foreign trade

1) Export and import articles in Yugoslavia

Before the World War II, averagely the highesx largest Yugoslav export
were the fdsdstuffszx -- especlally corn, wheat, and meat products, Lumher pro=-
ducts also occupled an important place in the Yugoslav export, Also the export
of copper occupied a very important place, The trade balance of Yugoslavia was
active,

In spite of the biggest efforts the present Yugoslavia could not and cannot
yet reach the prewar export level due to the introduction of the Comrmunist xegimsry |
economic system,

Relatively speaking the export of wood articles rematned behind although
great efforts to increase exploitation were and are being made, A special tendency
now is to further the wood industry in the country in order to increase the export
of finished wood articles because of greater profitableness,

The export of foodstuffsx went down considerably in comparison to the pre-‘
war export, and scme foodstuffs, as fats, etc,, are now being imported, Wheat could
not be exported in 1949 and later, while before the war 193,000 metric tons of wheat
yearly were ekported.

Among the industrial plants, Jodmmma more tobacco is being exported now
then before the war becsuse, due to its profitableness, more tobacco is being pro=-
duced now and its areas of cultivation have been imm enlarged; this year, however,
there was a bad crop of tobacco, and it mﬁno&dﬁmtble to export the projected

S OfFt! tCLALD L LY

'lk (ﬂ& of strategic metals — lead and copper —~ig especially being
pproved For Release 2002/01/04 : CIA-RDP83-00415R010100150003-9
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fostered now'.o‘nﬂ{g "Elgo'é%ﬁ%'ﬁaéf %%ﬁfi%%ﬁ%@%ﬂ so was its
export which amounted to 53,000 tonélji;rg}%‘%.F Rﬁ?ﬂ.‘y @thf)fdency to export also

' copper in greater and greater quantity because it is very much wsoomd in demand and

rore and more expensive on the world markets, 21,000 tons of crude copper have been

exported in 1948, while the pre-war Yu oslavia exported an average of 34,500 tons of
this copper (yearly). |
de 3t 3
The most important import articles are: machines, equipment, ships, wool,
rubber, coke, and petroleum,
B 2
In the state trade of the present regime in Yugoslavia the necessary flnancial
means for purchasing abroad the lacking indlspensable comodlties can be secured only
by the favorable export, and this export is of vital character for the regime, Tito
declared in this comnection in his speech to the National Assembly on April 27, 19503
"Therefore, this and the next year /1950 and 1951// our main task is to execute

our export plan and this must be one of the

qr Tl CONTROL
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principal cares of the Federal and ’iepu_&EEaRFilvegg
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2) Cormercial relations of Yugoslavia with USSR andwkhex other Cominform
countries,

During the 3} years the economie help of USSR to Yugoslavia,mascommiogrest
vhich lasted until the second half of 1949 when the trade and other economic agreements
were interrupted and the economic blockade of Yugoslavia proclaimed, was not great
as it is generally thought by the people, This help consisted mainly in the delivery
of the military materisl for about 72 million dollars,

Instead of giving help it could be rather sald that the Soviet Union exploi-
ted Yugoslavia, After the conclusion of the armistice with Germany in 1945 the Soviet
Union began sending to Yugoslavia airplanes, tenks, guns, and other military equipment=-
mainly of U,S, origin, Yugoslavia was paying for it with minersls and foodstuffs which
she was giving to Russia at ten times lower priwes than those on world markets, Thus,

for example, molybdenum which coste $5.00 a pound was sold to Russia for 45 cents, The

wine which cost $1,20 liter was glven to Russians for 1/ cents, Russia on the other

for
side ch?Lx;gedAher shipments the prices which were fmwxidmms a few times higher than

Lo ™
the,world pieeon, W

The trede balance was mainly in kAeomex balance, Yugoslavie imported during

that time from USSR, military orders not counted, for 105,426,000 dollars of goods,

and exported to USSR 116,25.4,000 dollars worth of articles,

Economic structures of USSR andYugoslavia are similaer, The exception was this
that the Soviet Union exported to Yugoslavie more cotton than it corresponded to her
possibility of export, while Yugoslevia was sending (to USSR) more copper and lead
than it corresponded to the Yugoslav structure of export,

After the agreement on the invesﬁn@ﬁ'tfem@()E5 million, ¥wgmskx USSR
was supposed to ship to Yugoslavia th% fzélll%wg.?qmmeﬁﬂ“ heavy industry: cormplete

metallurgical combine together with the coke factory, equirment for the exploitation

X .

and transformation of petroleum, and for the electrolysis of zinc, a factory for sul-
Approved For Release 2002/01/04 : CIA-RDP83-00415R010100150003-9
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phuric acid, copper and eluminmum mill, Wﬁ 6@{?@?’ ete, From all this

USSR shipped 800,000 dollars worth of m%te§ia%].t_ ;he FR% ﬁfﬂlﬂm erection of plants
[T

™ according to this agreement were very long and were mainly unable to secure the inves-

tments fwoxklix for the first Five-Yesr Plan,

The economic structure of Yugoslevia was supplemented to the greatest extent
with the structure of Czecho-Slovekia, and then with the structure of Hungary and Poland,

With the interruption of the trade and other economic agreements with the Co-
minform countries /Yugoslavia suffered economic damages not only because the investment
orders ywaxwxsimppwit orders for machines, equimment, ete, 'were stopped but also because,
as infzzample of Hungery, also the shipping of those machines was storped which were
already peid for by Yugoslavs,

The Comrmnist Yugoslavia, therefore, had to orient herself in her purcheses

towards the Western countries in order not to be

R‘F‘.CRTT CONTROL
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economically suffocated by the Cominform blockade,

For the detalls aboué&;rade rggg§?3§§fsq§(ﬂﬁﬂgﬁéala, 9, and 10,

§. ut t ICIALS ONLY
3) Trade relations between gﬂgo‘slevia and non-Communist countries,

After the economic bresk with the Cominform countries, the commereial and
economic relations of Yugoslavia with the Vestern and mwme trans~oceanic countries
reached such a degree during 1950 and in thils year that it has surpassed what Yugo-
slavie hed with the USSR and the Satellite Cominform countries,

Besides of the manipulative credits in 13 Western countries, Yugoslavia ob-
tained smaller and higher comrercial and bank credits, end middle-term and long-~term
loans,

Aready in 1949 Yugoslavia attained the pre~wer level in the import and export
with USA, Tt igs calculated that the export in 1950 surpassed 1,300,000,000 dinars and
that the Yugoslev import was much higher, which was possible im due to the zmmzinsinr
agreement on necessary loanse

Yugoslavia has been saved from a direct economic breskdown by the economic
intervention of Western countries, especially Great Britein and USA,

For details see Annex 5,

b) Internsl trade

Tito destroyed mmx o11 free trade in Yugoslavia immediately after the taking
o¥er the power and organized the trade which was in the hands of the govermment,

The UNRRE =k materisl / mainly USA assistance/ began to arrive in 1945 after
the liberation of the country, amounting totelly to 2,539,137 metric tons, These
gratuitous goods were sold by the state, in the state stores, to the people et pri-
ces which were from 3 to 30 times higher than the material was vworth, The people were

systenaticelly robbed in this wey, and the Carrmnist regime strengthened 1tself with
thexpre this profit feeding and clothing 1§€€T{€Tsegﬁﬁ% Coriurists = merbers
e iC ONLE

Imediately efterwards the govermmentel economic plans and the Communist eco-
Approved For Release 2002/01/04 : CIA-RDP83-00415R010100150003-9
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. _
It can be assertec that there was notl one enterprise which worked with profit,

- With this a justified question could be asked: who pays for the loss? The answer is

simple: on one side the people who live ir great misery esnd workers WHO IJAVE ABSOLU&

TELY INSUFFICIENT WAGES, and on the other side, in the later time, the foreign assis~

tonce-—Mmerican in the first place,

The salaries range averagély from 3,000 to 5,000 dinars monthly and are slightly
higher than those before the war, Thess salaries remained steady but the prices to
various articles jumped and are jumping many times higher than were the pre-war prices,

Today a monthly salary corresponds to the worth of 300 to 500 boxes of natches,

SECRET CONTROL
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Because of this, in ordeﬁ-’cgl grrie 188 the vorkers, 4 types of pri-
"~ ces were introduced: prices on free narket, fixed pricee for rationned articles,
arices for the possessors of industrial and agricultural coupons, and prices for
foreigners,

The reason for the direct economic sickness, which first manifests itselfl
in the trade, consists in the fact that die to the autarchic efforts and speeded
indﬁstrialization there are fmot enough goods on the internal market to satisfy the
nost urgent needs of the people,

The governing regime had to undertake certain reasures to soften somewhat
the erisis,which could become catastrophic, promulgating & few decrees vhich by their
form could leave abroad the impression that the present liarxist economic system is
aradually being abandoned end that there is 2 gradusl riovement towards the Western
Capitalist system,

On liay 5, 1951 the Yugoslav govermment issued a decree with which the obli-
catory delivery of meat, milk, potatoes, beans, wool, and osts smong the cattle foodl
was abolished, The delivery of other foodstuffs continues to be obligatory, The state
guaranteed the continuous delivery of bread, lard, sugar, and soap at much lower pri-
ces to the consumers who were receiving the "guarenteed femmiyh fnod supplies,"

On Iay 15, 1951 the decree of the Federal Government on the new system of the
trade wes published -- the system of the sale and the prices of the isage mnsmpgol}fr
¥Finister Osman Kara.begovié, Chairman of the Council for the Traffic of Goods/ trade/,
made a statement about it in which he said anong other thingsi

"In the firat place it is necessary to point out that in the present smpstem

our traffic of goods is being limited, developed, and directed jm by the administra-

the goods which he wants and
10100150003-9
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consequence of this is,there is ""Us’%.i‘ﬁi Bk‘che%fgsoqgce lack of certain articles
/textiles/ which came about due to the difficulties in the import of raw materials e
also a relative lack of goods which often -- disposed in the clties and disiricts =
lie unsold at the various éi:;iw:} the traffic /in the closed stores for the gUBYT ATl
teed food suppliew, in the storcs for the tied trade, etec./.

The producer G#/the industrial goods is not enough stirmlated in the present
system neither as far as better nuslity is regarded nor as far as diverse assoriment

and sells
is regarded because he producesAthe bullc of the consumers' goods zmat at fixed prices

v

and according to the so=called distributive plan, Thus happens that certain goods go

there where there are not in demand and often do not go there where consumers want

them, Thus the stocks of the so-called non-current goods are created nt certein cloe

sed stations of the traffic, while elswhere there is a lack of this material , , . ., .

® & & S0 o & & ¢ F A F * @ »

As far as the traffic with industrial goods, or with the articles of monopoly,
" 1s concerned, it 1s necessary to point cut the foliowing: all industrisl goods inten-

ded for the consumption at large will be put on free market and sold &t freely formed

prices, and the consumers of guaranteed supplies /wfth money coupons/ and peasants

¢ bowils
/with coupons/ will be able to kyx Iy the goods on free merket with discount., The

consumers of guaranteed supplies with 30% of discount, and peasants with 65% of

discount from the freely formed prices,

SECREL COMRO‘;.Y
0.5, OFFILIALS ON

U, 5. wifowidpaw v
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"A1] the differences ﬁugtleg; Vn’H]ATﬁJ eﬂw,ategories are a gﬁhed. Catem

gorization of consumers is rejoined mainly in 3 basic categories Ry D, and G,

Besides of other things,this system makes it possible for us %o cfeate per-

sonal interest of the worker for the trade, to free the net of distributorism which
was conditioned until now by fixed prices and the plan of distritution, 1t mekes 1t
possible that the commerce follows with more attention the wishes and the taste of
the consumers in order that it becomes the living connection of production and con-
sumption, And this means that the reward;nﬁn proportion to the traffic or supplying
carried out - only in addition to the part of the fixed salery - becomes the econo-

mie stimulus for the progress and beiter carrying out of the traffic of goodg in e=

which
very. enterprise snd in every store ymk wes not the case until now, This will make
( Frudde)
the trade more expedite, more cultural, etc, It will free 1tself of the too arge

in
and urnecessary number of people,who will be needed XE¥ other branches of economy,

of unprofitable operationg and of any proimitivitye o o ¢ o ¢ o 0 o 0 e 0 s 00 0w

This should lead in the near fulure to such a relationship in the exchenge
of goods - or in the delivery to the state of grain, lard, and other articles needed
for food - that the toiling pezsant would not feel it as a burden but as the only pro-
fitable business for him and as a normel way of exchanging goods or as the possibility

to purchase the necessery quantitxy of the industrial goods, This would at the same

time refuse all those consegquences which today!s obligatory delivery produces in

ao;ricultural production and would meke it possible for the state to retain im for

oblipatory delivery a smaller and smaller number of zrticles.”

Thers is no need for a betvter comment to such statement about the present
mnsuccessful eommercial experiment in conne ction with other econonmic factors,

For the important export articles see Annex 7,

VII, FINANCES

Communist Yugoslavia undergoes & ﬁna%g%ggsigmm% leed to cahastrophe

U . 5, omdc%a{ks ONLY
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~ Cotzmunist budgets sre colorless end the most interesting in them is that
which is not seen at the first moment, These budgedd are only a mask and a sort of
curtain behind which the highest Communist chiefs, according to Tito's instructions,
use and dispose the mentioned credits according to their will, Therefore it is not
possible to know if the budgetary entries, either under income or under expenses,
have been really used for what 1t has been projected or stated,

Commmunist budget can never be considered as an expression and a mirror of the

real economic situation of the country.

The budget for the budget yeer 19511952 anticipatess:

ove
—=Income in the amount of 172,662,000, dinarg, and
. [o]
~-Fxpenditures in the amount of 172,662 ,OOO_oginars.
S

SECRET CONTROL
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Dobrivoje Radosayljevié, Minister of Fingnces: i:gj@gi;é‘iﬂé‘dé&al Govermment, de-

clared in comection with this budget modkhm dué'in% ;the: 'mh%be(t)&‘tﬂthe lational Asserm—
Bly the followings 0>

"The plan of production anticipates ani increase in production for 8% over
the last year's production, The increase is related to the baéic branches of the pro=
ductions the construction of #ie pover and metellurgicsl plants, the construction of
machinee, militery industry, transport, and transforming #ndustry,”

" Jinister Radosevijevid stated the following about the taxations

1The income from inhabltants xmpxeserix amounts to 15,110,000,000 dinars in the
budget proposal or to 65,1% mf according to realizetion, mainly due to the fact that
the income tax on workers and employees was sbolished in 1950 and because the transie-

tion to the net sslary hes been made, As far as the texation of agriiculturers is cone

cerned, it remains mainly on the same level as in 1950,"

b) Investments

A total of 278,300,000,000 dinare of investments are foreseen by the Five Year
Plan,

142,057,000,000 dinars of investents or 51,7% have been carried out from
1947 to 1949, without military investments, The plan of investments for 1950 amoun-
ted to 87,536,000,000 diners,

According to the 5-Year Plan the total invessments of SS,OO0,000,000/\d;r:?ore-
seen for the building of the objects of huran standerd. From this amount, 36,295 ,000,000
dinars or 66% of the totsl plan have been invested during the first three years /19477~
1949/ |

21,527,000,000 dinars or 58% of the amount foreseen by the 5-Year Plen for this

purpose have been invested until April 1950 for the reconstruction and construction

of apartment buildings and cormunzl buildings, lMainly the reconstruction of the spar-

wr tment buildings,destroyed during the war, h?sSrE%ﬁri@@MRﬂ& about 60,000 new

spartments ApprotEdHolReifss2Eb%0 A %ﬁm%fﬂﬁ%%ﬁs oéyg&e this was fex
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from satisfying the needs for apertment bu h hég '§ %hlc a great lack is felt -

especially 1n(\citles.

85411,000,000 dinars or 96% of the amount anticipeted by the 5-Year Plan
wereckuvastedx have heen invested M the construction of objeets for culture and
education until April 1950,

There are no data awvailable about the investrents in the military industry,
They have been especlally increased since 19/8 when USSR stopped amming Yugoslavia,
Some of the military industrial enterprises worked totally or partially for the needs
of economy because their cepacity was not fully utilized, mainly due to the lack of
raw materisls,

In the last time larger investment projects have been glven up, as e,g,:
Danube-Tisa~Damibe Cenal, the construction of "New Belgrade", because there are no

nmaterial means and other possibilitieg available, This has been postponed for the
later time, Communist regime does not understend yet that these grandiose invest-
ments, which are not productive and the aim of which is megalomaniacal propagsnda,

are one of the reasons @f the econcmic crigis,

SECRFT CONTROL
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Two internal loans were floated in Yugoslevias

19/8==at the rate of interest of 10% /4%-—%1@1& IQBnXhERrQS];fﬂt of over L
billion dinars, and in U. 5. OE“CXALS ONLY

1950-=at the interest of 8% /3%--premium/ with the result of over 5% billion
dinars.

These internal loans had no particular imporiance for, state finances and their
main reason was that of propaganda,

Foreign loans, however, and credits, and especially financial assistance, are
of vital importance for Yugoslav finances,

When Tito kx understood that he would not be able to come to terms with Comin-

] ] _ {J&a ] ’Gurn‘to ]

form, in spite of allihis previous efforts, he began to femambEssiskrmein the West —
especially to Great Britain and USA -=— for assistance and credits in view of the loans,
le was successful, His special success consists in this that he gave conditiong to the
West that, for gratuitous financial assistance and for extraordinaerily favorable loans,
he would not be seked for any political ccnditions by the West, in which the British
policy, secretly and publicly, helped him most efficiently.

Mevertheless, in the begimning of 1951, the Yugoslav trade deficit amounted
to around § 75 million,

officially

On Octdber 12, 1951 it ¥k was mmidckeiky amounced that the Intermational Bark in
Washington approved a loan of $ 28 million to Yugoslavia, This loan will be amortized
in 25 years beginning with April 195/ and will serve for the purchase »f machinery

and the material for railroad and river installations, This is the first part of a

long-term loan, as it wes announced, but its total smount is not yet known; it will

serve, however, to finance the Yugoslav industrysEcRET CONTR(}L

U.S. OFFIClALS ONLK
Tt can be concluded that under the present circumstances the financial sitle

E

stion cannot xm be repaired by itself and its breskdown is WESEXpARKIH unavoldable kR
arless YupcabREayed S ¥Releana #0024 H04: GJA-RBPB3:00415R04046p28H0d3Y by U.S.
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F, SAVING SECRET CONTROL

Ins?fficient saving and the dissipatiou- h b l'dsLx!lé‘Lsgt-%gigllst economy
and «padaeg is one of its negative cheracteristics ang consequences,

Tito in his statement of April 27 s 1950 to the newly elected Ilatibnal Assenbly
used many words in order to point out the importance and the need for saving in the
state economy and generally, He severely criticised the system of the state house-
keeping until then because of which the state kaa lost and is losing mory billions of
diners, He mainly mentioned the following causes for such masSrvIng status of none
saving: insufficient sense for saving, insufficient experience, bad organization of
labor, non=planned utilization of lebor force, insufficient bookkeeping, bureaucratism,

insufficient Socialist

SECRET CONTROL
U.S. ot FICIALS ONLY
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conscidusness, ete,

: Y
The following excerpts from the TlS:EgBJeIchCQrE 'I;&Qé’éteristics
) v Il v A
"Until present days there were pgmﬁfean Q&Hﬁ%&; %g\mlf;}ag from vorious

sides that there is a lack of lebor force and that the plans for the labor force are

s Ty cmguncn, |
too low Iraapder that the impression is that we shall not be able to find workers and
employees for lthe new factories vwhich are being put in motlon every doy, Butik it
isn't just so, Because of this the govermment had to appoint cormissions which begsn
to investigate the utilization of the labor force in the enterprises and factories
and it has been found out thet in many factories and enterprises the utilization
of the labor force is not carried out according to the plan, lany directors were
keeping and hiding a larger number of labor force —- vhbdly vas not foreseen by the mi=x
plan and whidly was not necessary — in order to secure themselves in such manner
from fluctustion, sickness, and similer things, This piling of the oo high number
of workers ,needed for the normal process of work, or production, ennurmuously increae
sead production costs and at the scme time the gq‘i'*/anteed supplies were over-used,

In the majo:% of factories and ernterrrises the working places were not orgenized
systematically et all, In one werd, some factories really lacked the labor force,
but others had a surplmus of workers. end employees who are now beirg distributed
there where the labor force is insufficient, Commission investigetions showed tiask
that in various factories and institetions there were 100,000 workers and emplcyees
too many,"

"It is not a rare case that vsrious administrations of enterprises xmisim
keep more raw naterials and other mesns than it ks neces 6‘9* the point of view
of econonic czlculation and profitebleness ,S,E}Gféi}n g)h(?é ﬁghﬁﬁﬁﬁe there is a lack
of tiese mesns, Because of bad booldceeping‘[)itSoi‘%&; i'}"z;\vi;ns that in many warehruses
the material which is worth one Wililon dinars and more lies there for a long time
while on the other side such material lacks in consumption, Such was, for examvle,

Approved For Release 2002/01/04 : CJA-RDP83-00415R010100150003-9
the case v‘:) thvfootwear, %oo,ooo pairs of x‘ch'?ch were found short time ago ir the
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A
warehouses, A%a ese deys 1ron goods ‘worth sbout 100 millien were found in an entere-

o
prise, There are similar caoses with textile an?éther goods,

SNWPEGIIIICEIII ety

n . . s s
I chall give you only one example of reny,for *he illustration, characteristie

of this carelessness about the material, pControl Corricsion feund out in en enterprise
that coke, which we import from abroad for dollars, was unloaded and left in pile, and
later other rmaterial was unloaded over it which covered it, Only = few months later,
vhen that other material was iskmwmomyx 1ifted, the coke was found underneath,”
st sesrasesvosnan

I In connection with saving and diesipation I shovld 1like to say mkyx o few
more words about careless and often heertless relation towards machines snd mechanie

proportion here
zation in general, Non-saving and waste come to expression to a lesser gxrErRE, indeed,

but they are very extensive, It is ofter vpossible to seZiiigzztrial and agricultural

machines and tools 1ie in rain and snow exposed to rust and perishing, while we lack

them and meke great efforts in order to obtain foreign currency in order to Import
‘-'them or to produce them ourselves, Further, transportation means, trucks and automoe
bils and fuel, are wasted much and unnecessarily, One can see every day a considerable
nunber of empty trucks and automobiles rumiing somewhere; I mm am convineed that most

often they mmm travel wicdhmmk (go) without need whatsoever, especizlly automobiles,

. a’ .
People who act in suc@1way nave mmx sense nelther for saving

Approved For Release 2002/01/04 : CIA-RDP83-00415R010100150003-9
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fuel nor for preservation of vshicles, which cost# us so much, Very often the automo=
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bile is used for the shortest distances although such distance could be mmsk¥y very oa-
sily made on foot also by those who have right to the wvehicle because of their official
-’ i
dity.

LA RS AN EE R NS RESENNEENNHN/

et CONTROL
gECRET L

"And one nore example of non-saﬁng.@g_eibb%x‘ilcl éét?er? as 1t is known, is

very necessary to us for the industrialization, and we still lack it to a large extent,
nevertheless you cen often see t‘r;roughou'& our couatry that the @?&Vi‘;:s) rarain i1lumi-
nated by a large mumber of ulbs without any need. And not only this, bubt we cen see
the bulbs burning on the streets also during the daytime, without need vhatsoever, ‘
esocvessveerterssess

"Thousands of such and similar exanples of non-saving could be counted, All which
T heve mentioned above as non-saving and dissipation is of purely subjective charneter
and we have to fight against i1t and undertake the rost chergic measures, Laturelly there
are also many objective reasons for the impossibllity of saving, but they are dispro=
portionally fewer."

"The present measgres to prevent this did not give results becanse of which

the severest measures will have to be taken in the future,!

It would be more correct and just if Tito would have looked for the real
causes of non-seving and waste ir the Communist system, which is headed by him, rather
than to have criticised the consequences of such situation, throwing the faults for it
on memEimx persons who are only the executors and the selected functioraries of this
regine,

YR
lian saves his property which he loves, guerds, and tends to increase constantly.

However, man carmot save and guard foreign or state property as his own -~ espe-

- This is in the man's nature snd all the %&@chge and seyer sures of the po=-
-~ L SETNET
. Q—n g OfHLiAL
litico~juridical system cannot change this inboth characteristic of his and they can
Approved For Release 2002/01/04 : CIA-RDP83-00415R010100150003-9

attain snd produce negative results only,

N

clally if he does not like it and hates 1it,
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AoV o e SRRS 40 Tk REFORIATION OF SOCLETLA 4 SoaTE v

I, INTRODUCTION

Industry and Capitaliem, the}factor} of the nﬁ: conomic life, created

the present working class, which gives a ne%Evge%E:I: ’ﬂﬁﬁftzﬁ‘){)E oblem
i £ ones TR ‘s OF FICTAES TR potten.

The vindicatlons of workers, in comnection with the conditions of modern life,
e#ist and must be treaﬁed and satisfied as a factor of socigl 1life, because their unsa=
tisfaction caused, is causing, and will cause pei*nicious consequences,

Tragical weakness of contemporary states, especially of the Furopesn ones, was
and is that they fail to solve the soclal problem vwhich at the same timé is economic,
politico-juridical, and moral-intellectual /spiritual/, This came about in the first place
because of misundeérstanding of the real aspirations of the proletariat, The solution of this
social problem according to the smimwidimm principles of. Marx has already been undertaken Ry
practically by the Communist states, and by their Comunist and Socialist parties in the
free Capitalis‘ltcountrias theoretically and propagandistically, These Marxist parties, pu’cé
ting themselw}es on the top and making themselves keaders of the proletariat, are pretending
to be solving most rightly all the workers! problems and to be organizing the social life,

These Marxist state and party orgahiza‘bions, giving to this soclel problem an al
most exclusively economic character and exploiting the proletarist as an instrument for gi-
ving & negative impulse to the social movement, have createw an even greater social confu-
sion in single states and in the whole humanity of today,

Because the contemporary events sre discovering great illnesses in the social Org8e
nisms of all the nations and not the superficisal unrests as it appears to many,

This created social erisls exists now in the world with the following first conse=
quencess:

a) Discontent of werkers in general,

b) Incapacity of the now existing swwimisdm state insitutions to solve correctly the
burning problems of the social life in their root,

' ¢) The conviction of the cleariy minded statesmen. and ﬁﬁe of the good will that

COR

¢ EGREL -

something has to be done in order check the ces ic fall 66ﬁﬁni » if necessary even
h FFICIALS URLY o

i chenging the gresent setisicn-urigient oW S iolii Tortaiorinestpe metntetning of
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# The main ideas of this part are teken fram the works of Dr., Rudolf Stajner (Steiner ?) —
the founder of the antroposopife, /DORNACH , SWIT3E RLANDY>

()MY\OL
S“ Y 1S 0““‘
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II, THE DISCONTENT OF WORKERS

- The discontent of the contanporaJSEGREsz &Q&Ii%ﬁzlj)roduced bytilaiefactors:
—-Socialist econamic doctrine iﬂ.t&geﬁlg; lz&'hﬁ"b%e@nlggé}:ialistic outlook on life;
~-The contemporary opinion that the labor of workers is a good which is paid for
as any other consumers! good; and

--Exploitation -of workers by the contemporary Capitalism,

a)Socialist econamie doctrine

The following slogans were thrown anong the working masses:

"The proletariat is beceming class consclous,”

"Bourgeols classes are exploiting the working class,"

"Prolaterians of all the countries unite," o

The propagandized "class conscidusness® of workers i1s enltiwvated according to the
so-called "scientific ideas and thoughts" of the materialtstic doctrine, Haterialistic out-

’ lock on life, its influence on economic life, and its reesction on the destiny of peopls

- _

already established a deep root in the souls of workers,

In the new era, the scientific thinking separated itself from the religious thine
king, Religlons were kept on the side, and were becoming isolated in a certain direction
vhere the spul of the proletarian could not pénetrate. The old ruling classes mainly re-
tained the old way of believing. |

The modern proletarian, however, drawn out of the old cadres of society, began to
built up its own thinking and emotional life under the influence of the a'theistic materiaw
1istic doctrine vhich was being given to hinm as menna because he was eager for knowledge,
Educated in such ideas, the worker Rekaddy is fatally sub,]ectlng all his feelings and activi-
ties to the materialistic economic doctrine, which to hlm became a religion, and which he
otherwise does not understandd sufficiently,

7 The worker-proletarian is persvading himself about T non=reality of the sniritual
A life and this is increasing his internal ﬁ'ﬂ.‘z&gI igcg.sposi’ﬁi:‘zy Not knowing it, the Desrpriee.

14L8 0
emptiness of the worker's soul eauses spﬂ‘i%miJ f)z&ncé which surpass in thelr seriousness

WL the sccusstions, JRSELCA TS RGN Hbb4S.cH o RGPS Posttion n an
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egoistic society, Therefore, considering =x ide W Cﬁ;ﬁ yninovledge but also Science,
SECREL COwTRO®

Religion, Morality, and Right (Lew), the ﬁf%eis(ﬁ_ci; Ye)i}?\eislc‘@ﬁshf}‘zor salvation in something
real for him, and this is the Marxist Soclalist econcmie doctrine, only which, according to
his opinlion, can secure fox" him a satisfaetory existence and feeling of his humen dimmity,
The strength of the proletarian movement is not to be found, basicelly, in the
material vindieations about which so much is being spoken but especially in thoughf.s (ideas) .
Vore than any other moverent in the world, the proletarian movement was born in the domain
‘of thoughts, A construction of Marx's ideas was sble to produc‘e terrifie impulses in the
wm mass of workers, | | |
Today the proletarian believes that he has understood a basic force of his being
when he talks about his class consciousness, But in reality, since he was drawr into the eco-

nomic current of Copitalism, he is really looking for a

v L
2O CONTRO
U%S. ur"\LlALS ONLY
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spiritual 1life which would sustain him and give him the consciousness of his humen dignity,

Meanwhile his class consciousness, create Ercm '&3% is his great aberration
vhich cannot give him this spiritusl con*»‘G]‘:tgl’eT&fFlC\ALS ONLY

The worker / Socislist or Cormmnist / is hypnotized by the economic problem and now
he does not bellieve any more that he cen find the laeking elucidations on the social pro-
blems at some other place, He simply believes that from the evolution of the economic fac=-
tors, (which are) without soul and spirit, such state of affeirs will result fmx vwhich his
feeling of dignity is longing for, He is convinced thet the economic reform will abolish
all dinjustice czused by xkm private enterprises, bg egoism of contractors and by worke
givers, because it is impossible gfwvthem to satisfy the worker's care for dignity,

In such a wey the proletarien reaches the understending of his liberation from the
"Capitalist chains" in the form of the transformetions of any private ownership of the means
of production into a collective exploitation or even into a collective ownership, The con-
temporary workers, who is educated in the Marxist doctrine, believes in materialistic eco-
nomic progress from which new rights for the people and new juridiesl system will cone,

'He therefore struggles for these rights,

b)Does_the man's labor have %o be treated as merchandise?

.The economic regime of Capitel mainly knows in his domain about the merchandise
(goods) and about the worth of these goods. In the present Capitelist system also the la-
bor force acquired the character of merchandise, In the eyes of worker, however, his Wc;rk
should not be and could not be merchendise,

The worker feels in his instinet and in his subconscience the mbmwsiky disgust
for seeing his labor force sold to the master as a slave on the market, His disgust to
see his energy exposed to the current of supplj and demand, i;e. to see how the labor for-
ce is being thrown on the market, will be understandable,

This 1s the second important impulseyofimrx of t ﬁ ructive social .movem,ent
after the first impulse which is the aberra%g%iﬁ'g:he woﬁeroﬁﬁft tho non-reality of the

1A
spiritual life, : 0. S. ot \L

»

oot

The old age had its slaves, Then the whole man was s®k being sold, In the feudal

era the economppreVetHorRElenséainu/theo# o TIARDIB IO 4G fetFbodipstothe vhole human
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being but a part of this being ncverthegﬁﬁhcfpi@@ﬁgﬁglme the force which still now
)

;
imposes commercial ghar&ctar upon e“;:zg;b 0% W}}Sﬂ@lﬂ }déing —- upon his labor force,

Today every man, who is interested in social problems, feels, conseiously or sube
consciously, the great importance of the factor of labor force, He grasps that the labor for-
ce acts in the contemporary social life with all its weight, However, the majority of people
conglder it usually only from the economic pmoint of view and believe that the economic 1ia
fe will know how to create conditions on the basis of which Work will be liberated from x
its present humillating character of commercial value,

However, economic activity necessorily glves to all that which it includes a commer-
cial value, because 1t consists of preduction and circulationa® of pgoods, It is impossible,
therefore, to take the comercial character away from the labor force, if the means to tear
it w out OF THE ECOKOMIC CURRENT is not foﬁnd, i,e, if the Work is not libersted from the

economic mechanisn,
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or rather 1f the Work is left under the influence of i‘ﬁ:':\ci which give it the character

of comrercial value, SECRE CON
FICIALS ONLY
The proletarian is longing Mrs'n ngnomic regime where his productivity has a le~

gitimate position, He forms this wish not noticing that the humiliating of this productivi-
ty is caused just hy the influences which econogic needs have upon it, By giving his energy
to these needs ke the worker becomes completely absorbed by them, And as far as the econo=
mic process is concerned, its character itself induces it to exploit the manusl labor of
the worker,.in the ssme way as it exploits raw matérials, i,e, for the maximum benefit of
the enterprise,

In this manner the means to free the Work from its commercial character will never
be found,.

Speialism and Communism will not be able either to solve in a setisfactory manner

_ have given it

the essence of this problem of work, in spite of the fact that now they gmtexik, for m¥m-
moral and political resasons, the fictidious and propagandistic formula that in the Socialist

society the Work is not in the service of the hated Capitalist but in the service of the

state,

o) "Exploitation" of workers by Capitolism,

When one speaks about Capital gnd Capitalism, the proletarian humanity sees in 1t
the causes for its op spression,

"Exploitation of man by man in the Capitalist state" has become & very spread slo=-
gan smong the workers, The question has been moved whet to do in order to meke ceasé the
oppression of workers by Cepitalists in the non=-8ormunist /non-Socialist/ states, The lo=-
glcal answer to this wrongly posed prenise was %o abolish Capital and that all the :n:zans
of production hatd to pass from privete ownership into collective state ocwnership,

For such socizlization it is neceasary, according to the Communist theory, to over-
throw the ex:Ls’o:Lng democratic regime of n aJQW'?y@&QX ang, iqmlutlon with the prev:.ously
, well orgsnized minority, the democretic regg\e G'f\i k‘}‘?%s on the principles of private
property and freedem of ke Capital, and to Iwiotwsinzm set up the Communtst regime with the

aim "o free the working people fron Capitalism,"
Approved For Release 2002/01/04 : CIA-RDP83-00415R010100150003-9
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- Thus the proletsrist is preparing %@wteem{mmy; publicly, and re dilessly

- for the‘revolutionary movements which it iﬂgiﬁs(ﬁﬁfﬁd@ﬁgﬁer necespary and just for "good

and selvation of humanity,n

d)Conclusion in comection with the discontent of workers

The proletarian, who is ideoclogically educated in the atheistic moterialistic doce
trine, who is emotionally inspired by the hate for Cepitalist and for his state 3f it is
not a Socialist, i,e, a Communist one, is thus ready for any negative work and for the re-
volutidnary actlvity against his ovm state,

Thusly enimalized Comrunists, in vhom e11 love towards their fell ow-ren has heen
killed, are now becoming, in all the countries, a strong instrument of USSR for the werld

conguest, Yugoslawv
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Corrmunists are much more cruel than Russien Comunists in the carrying eut of Corrunism

and terror which they proved during the revoltg.EBKnET aE(ENT}RrOEook power. They are even
ad publicly bossting about it saying thet as Cofj §1isGF FRE ALS "ONLpre ond rore orth/odox
then other Camrunists in the world, Such Comrunist fighters are belns cystematiczlly pre~
pered also ink other smtxexmy covntries, |

With such cadre of fenaties in all the countries, for the use as fifth column,
ond utilizing the discontent of workers and indolence of other mass of the veople, the
leaders of international Cormunisem hope to defeat world derocracy,or "Capltalism" as they
call it, in a quick massacre or world revolution which they are feverishly preparing, if
they will be.given enough time for material and moral prepsrations, |

TIT, IMABILITY OF THE PRESENT STATE INSITUTIONS TO SOLVE SOCIAL PROBLEIS IN

THEIR ROOTS

From the very beginning of the organized hurman society or the state this had three
functions:

~-Judicial or apiritual-intellectual or moral,

. ==Politico-juridical,

--~Economile,

These three f_unctions of the socizl 1life had snecific roles znd varimus menifesta-
tions according to the occasions ard reeds in various historical times, and each one had a
certain prevalence upon other two which were even suffocated vhen unhealthy socizl relations
appeeared,

Tn 18th, 19th and in the very beginning of the 20th cen'ﬁury the politico~-juridiecal
role was prevaill;ng in the states vhich wes glving to the states almost an exclusive politico-
Juridiecal charscter,

In bnewevr times democratic states 'wefe forced to intervene alseo in econonic problems
and their economic functiong is manifesting S”’s[élf ﬁPr@QW’PR{)aLon the side of the politico-
juridical. And in the Communist states themcsv‘mgiqc»fq‘nm@ - Werr vith the appropriated

N

Covnrapns el —

Varxist economic doctrine receives an e¥plicit nreponderance im—rder *that the politico-juri-

dieal state serves only as an instrument of economic policy, It could be even said that the
whole state has been transfomed into an enormous economic enterprise imeemdvyr Lhat the

Approved For Release 2002/01/04 : CIA-RDP83-00415R010100150003-9
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politico=juridical and the Judiclai]fghcgaons aro 1n the service of the economlc state,

Peoy_)le ¥edcmvs see the state organiam todsy to be uniform and they believe that in
such unity of the state structure lies the survival of the state itself end the assurance
of its progress, When in the new times the econamic problens appeared then appeared elso x
the tendency among the ruling bourgeocis classes of democratic states — especlally in Eue
rope -- that the state should be given monepoly in certain branches of economy /Mails,
Railroads, etc;/ 3 this was introduced into reality (1life) with the consequence that the po-
litico-juridical state began to operate these ecphomic btanches,

Certain thinkers, especially Comrunist and Socialist 't‘;heoreticians, deducted from
this a = for them = loglcal conclusion that the socialization of all the means of vroduc-

tion should be carried out

SECRET CONTROL
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under politico~juridical statej.rhlchUh:Ss. T Ebﬁi&bﬁ”@mk“ﬁ in the Corunist countries,

It is characteristic in this that the bourgeois states themselves are in a certain
sensé the forerunners of socialization in the negative way because they put certain bran-
ches of economy under the tutorship and the exploitation of the politico=juridical state
which was mostaken and fatal: so much more because the branches became unprofitable under
the state economy,

Inability of democratic states to solve the appeared econenic problems efficiently,
in relations with the created lebor problem and the Marxlst economic doctrine, caused, first
in Burope and then in Asia, reactions: to the right towards Fascism and Hezism, and tomsams
the left towards Comunism, These reactions vhich are based on force created and are cre-
ating even a greater confusion and chaos in the social body of the state with the increased
cent_ralization of power and jurisdiction of the politico-juridical state re: econamle pro-
blems, |

In reality, the natural evolution tends to the opposite: to the sutonormy of the
econonmic life and to politico=juridical state able to introduce harmoniuous regulations
in its economy,

Politico-juridical life makes today, especially in the Comrunist states, bad influ-
ence on the:economic life, by which the health of the sociml organiem is being mined, when
the politico-juridical state itself administers industrial branches and issues economic
laws,

-If the people transfer thelr economic interests to Law and its politico-juridical
organization, then this Law ié the expression of economic interests, If the juridical state
conducts the trade then it loses specialty and capacity to regularize the Juridicel life of
people, because its measures and insitutions willl have to develop accordmg to the camer~
cigl 1nterests and will have to drive away from the suggestions of juridical order,

The three different branches of life cannot be centralised without damage and in a
skillful menner in a theoretical and abstract unity of one perlisment as this is today mainly
regulated, The unity of the socilal body, aﬁ the re leR Gtx originate only from the fruitful
activities of the three roles of the s ge Egch coll abaﬁaﬁ collectively and in a parallel

OFFICIALS
menner, These ABB?Weéqrﬁr hﬁé&?&@amﬁ/dim m@ﬁwﬂgmmodzlvsnmmemsyonate hurting each other,
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Our era falsely believes that all the measures ﬁréaier for the bettement of the

ET_CONT

wr life of the people will originate fromsr}g‘o(iialcal state or fE . econonic life, If this pre-
_ | o U §. OFFICIALS ON] ' .
sent way will be continued instead of realization of the wishes of humanity its evils will
become worse to the unlimited proportions,

Absolutely nothing exists in the cycle of the economic life, by itself, which cen &
create the impulse nee-ssary for the regulation of the relationsof justice among the people.
And if these relations are regulated by economic interests, as Zdocoommw they are now in
the Communist states, man with his work and means of work puts himself under the yoke of
the economic life and becomes its .slave,

Whatever soclal cless is in power, it will not be able to overcome the present
evils, vhich in some places already came out and which in some places stand at the embar-
kation point, of the motives for its actions do not originate from the regenerated social
ideas, Here the' spiritual-intellectual function of life must intervene which has to be
based on moral and religlous moving forces, vhich have to be felt in the everyday lifé.

W Because the life is the synthesis of the spiritual-intellectual,
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politico-juridical, and economic interests, the need and the manifestation of humens

in the state comunlty, SECRET CONTROL
Therefore the soclal problU;x gongfsﬁgccli“{?ﬁregtgp&nal problems, which should be

solved, and these aret

The firs% one regards a normal form of spiritusl life;

The second one tries to establish a balanced juridical relationship between the
work of the human beings and the collective life;

The third one studies the econemic activities within the frame of this life,

It can be concluded that the todey's chaotic disorientations of people and the
incapability of the state to solve favorabiy ihe social problems have been created main-
ly because it has been thoughtand wished that skt the centralistic institutions of the
politico=juridical stakes organization of the state also the other two different funetions,

economic and spiritual-intellectual, be sdministered,

IV, A PROPOSAL FOR THE REORGANIZATION OF THE SOCIETY AND THE STATE
Economic life, mx maintained by Fmsmikey industry and fused with Capitalism,

forced upon the contemporary soclety a certain internal order which rules over this so-
ciety,
at

The attention of the people is so much concentrated %m the results obtained by
technical means and the Capital, that 1t has moved away from other.social domsains,

Therefore, today there is much talk about the soeialization as an indispensable
thing of the modern era,

Such socielization will not bring about any healing or recovery from the illnesses
of the state and nationsl organisms, It will even not be a palliative measure, but it
will be a destructive process until statesmen and the mnjority of nations do understand,
at least in main lines, that it is necessery to divide the body of the state into three
orgenisms which kXX shall collaborate hamﬁ;i,mCﬁMRoL

Dr, Rudolf Stajner (Stelner ’ .th t?i?ffﬂﬂjyﬁniﬁﬁjbposophy, proposes a triple
orgenization of the social life in the stote, In the stete there should be three auto-

nomous organigs KLtk EoRE 890 TR HIRCTEHIMSP YO0 FERE 01U t3dtbaigtrative tnsti-
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tutions, which will collaborate reciprocally:

a) Economic,

SECRET CONTROL

U.S. OFFICIALS ONLY
¢) Spiritusl-intellectual organism,

b) Politico-juridieal, and

Economic 1life should form in the social body an indipendent organism with a.relative
autonomy the jurisdiection of which is: production, exchange, and consunption of goods,
which the man gatisfies W:Lth the production of nature and his own work,

Politico=juridical life should be limited mx purely to human interests which
are tying man to man, or human groups end kikmx higher communities /states/ with other

human groups and higher cormunities / states/,

SECRET CONTROL
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The domain of the spiritual-iwg,a&hﬂﬁmsogﬂ“ the naturel capabilities
of men, either whwmwmwdim chairacteristics and quialities of the spirit or of the physical
body. It would decide about the contribution of the human personality to the social body,

Collective life of human beings, therefore, is nomally founded upon these three
systemns of organisms,

Thanks ot industry and Capitalisn; the economic life I;ecame Yery strong and is de=
veloping so quickly that it began to absorb the other two systems of life, which were not
able ot develop so much and in the parallel manner,

The independent politico-juridieal lufe of the stete, parallel to the econmmiec
~ life, is therefore absolutely necessary in the well constructed juridical soclety.

In the autonomous econcmic organism the most favorable insitutions for rroduction
and exchange will develop by themselves, On the other side, at the same time, the corres—
ponding insitutions will be born in the politico-juridical domein in order to c?nduct the
reciprocal relations between individuals and groups of individuals s having thepﬁ;tfor its
basis,

~ Politico-juridicel state organization will have one legislative and one adminige
. strative body on the besis of the present democratic principles, as this is mainly the
case among the free Western Derocracles, while in the econamic domain special legislom
tive and administrativeorgans would be created,

Thonks to the radicel separation of these two domains, the ecoromie life will not
exerclse a bad influence upon the juridical life end viceversa, as it is going on nov,

With the complete separation of economic and politico-juridical organization, in
each of these two organizations the best system for the election of their legislators
and administratord would appear (by itself),.

#a%

In 211 the contributions of the Economy and La® in the organized society also the
following third factor appearss: individualgEGR‘ETesC@Na’f&@hman being, vhich in every~
days's practice are called theinitiativedy §. QFF 1C1ALS ONLY

This domain includes the highest spirituzl products as vwell as all human achievements
originating fr&ﬁ’ﬂf&yﬂcgﬂrMﬁﬁfe?so,o%{gyeo‘lofa.Lééngoso:;df?O‘glgwsr&? 10100120003-2 .. utilization,



- 48 - (2)

Approved For Release 2002/01/04 : CIA-RDP83-00415R010100150003-9
In a healthy society all these achievements must have a completely different current

which differs considerably from tﬁEJRWnCmWWc and juxx politico-juridicel chara-
cter, The only way to miom get 1{3.6:51_1 @mﬁ}%m @M@ntrthion is to entrustm it to
free evaluations and impulses vhich originate from individual sbiltties,

If the econonic or politico-~juridical life skillfully influences the spiritual
products, as it is the case now in the Comrninist states and in & milder form in some none
Communist dictatorships, it malkes even their besic development,m&h which congists
in the free flourishing of their individual forees, impossible, Besides, if these products
are taken under the direct control of Econony and Juridical State they lose £heir spontaneous
character of fruitful interest in society, There is only one means for the correct evolution
of spiritual actlivity, and this is the administration according to its own creative
IMPULSES and the establishement of the perfect relations of understanding with those

who RECEIVE ITS SERVICES,
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The life of the spirit must develop freely end this cen be carried out in pradtice

only if the representatives of the intel lecgt life have thelr own legislative and admi-
nistrativeorgans, Sciences, philosophy arﬁ gh Blﬁfzrlgqu;gogkage ask for their own
independent place in the humen society, Beceuse in é}ge‘ é.n el&éé‘bual domain everything is

“so reciprocally connected that the freedpm of one of its elements cannot be used without

the freedom of others,

Religious 1life of the new humanity will unite its forees with the forces of all
Ojbher liberated spifitual-intel’l.ectual branches in order that a strong foree, which will
uplift human souls, may be created,

Professors, artists, and other sﬁritual—intelleétml workers mll be in direct
contact with the leghslative and adminigtrstive orgenization of the spiritual-intellectual
domain and tﬁey will have every possibility to develop among -the people the necessary ine
terest for their works,

Politico~juridical stete ard economic organism will receive fram this third spi-
ritual-intellectual dmmsdmx autonomous organism the influence of spiritual life which they
need,

The worker will no longer remain outside of any intellecturlity, bhaving until now
only one confused idea about the role of his work in the human soclety, Only then he will
understand that the 8vcial Body can uphold him only it the orgenization of the monual
labor is directed by impulses which originate in the spiritual-intellectuel orgenism: then
he will grasp the reciprocal responsibility by which Xk his work is tied and orgenizational
forces which originate in the.indivldual abilities, On the politico=juridical and economic
terrain, the vorker vdlle% his rights which will assure him also the corresponding
part of the profit of the produced goodsy but for this he will give the pert of his abili-
tlégiiggc;:;xy for his existence freely to the spititual -intellectuel domein by which he al=-

so benefits,

SKCREL CONTROL
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The triple social organizxﬂ;i&! CQL‘F Ehe state is becoming a need of the present ti-

mes and the evolution of humanity proceeds unavoidably towards this new organization, This

also correspaisraiedFarRehe SFEHT 014 ¢ CIRRUP #3008 R RPidfsdeo Flaysicel body, to
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soulx and to spirit /%o will, emotion, and thought/. Therefore man will be able to satisfy
much better and much samimx more easily also the needs of physical body, soul, and spirit
in the sultable insitutions of muslﬁﬁ%@ﬁe{:ﬁﬁffwhetyand state,

Earlier, before the appeareﬂpeﬁpf_()%l Béé?k&ﬁweﬁlist-%xmunist ideas, the need
for the organizationsl separation of the three mentioned functions of state was not felt
so much because the geeat mejority of people was still led by the healthy force of the social
instinct which was able to unite into one single current a1l huran activities originating
from the three different sources, lany people do not see that man alrea&y maintaing social
relations, in the outward menifestations of 1life, with each one of thesme three still unde-
veloped branches, vhich can be usefully developed if these branches are orgenized antono-
mously..

Mthough it is utopian to think that the public life of the state cen change quickly.

the © the
nevertheless refomm and,reorganization, a' least gradual, present themselves as the most

A A
efficient means for the solution of the social erisis which is appezring end which im is
in some places already producing the destructive results,

One could begin, for examvle, in the first step with the separation

U.’:s.'u f1C1ALS ONLY
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of Ministries into three au’c,onomou!»]-';;_1;,.3-191.194::F ICIALS ONLY
of

— The economic sector would be formed by economic Hinistriess finosnces, industry,
agriculture, corﬂmunications, mining, and others;

—~The politico=juridical sector would be formed by the following iinistries:
of foreign affairs, Army, Favy, Alr, internal affairs, and police;

— Thejpiritual—intellectual sector would have the following ministries: of justice,

education, religion, arts, propaganda, end other spiritual-intellectuael insiitutions,

V. RYGENERATED IDEAS IN THE KEW SOCIAL LIFE

After the reform will be carried' out the regenerated ideas will flourish in all
the domeins of the new Social Life in Freedom, Equality, and Bootherhood for all mer
and nations,

Tlizese regenerated ideas —— based vpon Christian Love and Justice --will bring
selutary fruits for the whole humanity,

The exposition of the facts which would appear es natural and very favorable
consequences of the triple socicl organizetion would take us far, We shall 1linit oure
selves here to the most important problems of Economic Life -- especiclly to the capital
and iarivate property, labor, and the nevw economic doctrine,

a) Capital srd private property

The people began to turn their attgntion to the capitel when this one rxerd
ereated unheslthy derangements in the society., The people suffer because of these dersnges
nments, They alrezdy understend that these derangenents must be overcone in order to make
'i:he Socislist-Commnist slogany'Exploitation of men by men in Capitalism” impocsible also
g the smalleb$ exckex form,

gun

A great mistruet has bemmmm to reign in the present time elso in regard to the pri-
vete property, vnder the influence of the Socialist-Communist teaching, Mary people would
went to change it redically into the chE&HE mm.o hz Mot the natural impulses,
vhich make the private pewmmrk otmer&igs.wrﬂ glfe‘ Cég‘nlésoio hp‘z‘gguc{;ion desr {liked), should

be taken into considerstion in the first place in solving this problem, but the factor:

Wik Approved For Release 2002/01/04 : CIA-RDP83-00415R010100150003-9
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what favorizes more the production and the llff of Cﬁmﬁﬁmlm, frea enterppise

~or collebtive administration of the mecns of ¥
_or collettive administration o ueme‘§3? -Or?cmc\ﬁi!‘g ONLY;

The request of the contemporary Socialism that the present methods of Cepitalism,
in vhich the aim of the production is the profit of the individual, should be chnnged for

other methods which would serve consumers is justified, The conclusion, however, which they—

the theoreticiang of Socialisgm — are drawing from this, i.,e, that the Cepital and the means

of production must pass from private ovmership into state owrgrship, is not correct but

harmful for the productionk itself, The correct conclusion would be: whatever origin~tes
rom private individual production must normally be directed to the humen collectivétfcol-
Tectivity of the people¥, And this so much more because also the economic tendency of the

new times is oriented towards the mass production, in order that great profits moy be obe

tained, favorizing the present form of Capitalism,

SECRET CONTROL
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Private ownership of the meanSUgngﬁcﬁf:t@:hALSi em&e capital, which favorize
 DLroduction mich nore and better, should nob be and must not be abolished in a healthy
social life, To deprive the man of the free disposition of these means would mean to
aralyze spontaneous capacity of en acquires abllity to the danage off socirl 1life, Because
private property, based on individual abilities and initiatives , always wes the expression
of the mosit useful cocial activity.

Individual abilities must freely uphold the‘mselves on the capitaly the right of
property, which is tied in with this, must be transferred to the other in the instant when
it would become the instrument of the unjustified power,

Today this is only thexmemwm partially the case in cbnnection with intellectual
abilities: this is the suthor's right (copyright). A certain time after the death of the
anthor the right of property passes to the mman community, With this a principal idea
of the collectivity of life is expressed, Although this intellectual production depends
from an individual's gift, this good is at the same time also the good of collective life,

“Ww ond it has to be returned to it at a certsin moment,

Isn't it the same in the case of other abilities? The person who produces for the
oeneflt of all succeeds in it only with the help of the human cormmunity, A right cannot be
exercised ou't51de of the interests of commrunity, We are concerned mthl%ffrmeans P
and not with abolislment ofalxix ownaership of capital, by which to administer this owner-
ship in the best interest of comunity,

The correct administration will care that a production enterrpise remains in the
hands of one personz or a group of people only until this is justified by their individual
abilities, The means of production, instead of being owned b:,.r the state collective, will
circulate according to necessity, going into the hands of new persons whose abilities will
be able to offer the greatest services to the community,

Director fowner/ of the enterprise and his asﬁﬁﬁﬁfsuocn.ates/ will receive,

ECRQ

~ accordlng to these means of production, an income{which lﬁi‘f”opo“‘blonal to their

OFF lClA
rights, They will tend permanently to increase Dmductlon to the highest degres, Although

this increase does not bring them the totel profit /which goes mainly to the community of
Approved For Release 2002/01/04 : CIA-RDP83-00415R010100150003-9
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workers/, they will nevertheless be allotted Smm fOﬁTlﬁﬁtt in proportion to such
increase, Otherwise, it is clear, that if ttf sro%?:lﬁ Aig‘ab'lﬂﬁ? the income of the pro-

‘ducer /owner——director/ is becoming propor‘bionally smaller, His income, however, originates
in every case in his intellectual-organizational abilities and work, and not in the profit
which, not taking in considera’oibn this intellectusl work, would originate from the work
given in by other people in the enterprise,

Tt is not the freedom of the disposition of the capital vhich is able to cause so-

it is because of

cizl damages by itself, but/\the stubbornezs of the present regime that this disposition ta-
kes place also when the individual abilities, which were justifying this ownership, do not
exlst any more,

While the individual or the group continues to create or to Justzbfy the use of
the capitel, he has to be given the right to dispose also with the higher profits under the
condition that this increased capital serves for the enlargement of his enterprise, As soon
ag this individual ceases to further it, the capital has to pass to another individual or
another group whimk will exploit it in a siniiar or ;'Ln another enterprise {(which ig) useful
to the servicé of society.

If an administrator camot or does not want 'bo take care of h:Ls enterprise, the
initial capitel with a1l the obligatlons passes to the new admlnlstrator, or it is returned

to the possessor /ovmer/ if such is his wish,
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| b)_E Labor  SECRET CONTRUL
The labor is what becomes united{jridh %EM&LSMaterials offered by the na-

ture and with the capital in order to create econchic values and to give worker the conscie

ousness a.bou’o his social role,

The worker has to take a position vhich corresponds to his feeling of humen die
gnity, This is possible only if the double relationship of his labor is tsken into con-

sideration: the development of his
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individual abilities and the feeling of right, CONTRO]’

The problem of lebor cannot find its gr@cxofﬂ@w 1&b8e 0m§,ocia1 problens unless
it is accepted +hat Production, Exchange, and Consumption have to obey the laws ond serve
the interests which, by law, must not exercise their control n;;n the labor force, in
connection with this it is necessary to separate two completely different factors which col-
laborate in the economic ac'biv'ity:‘ from one side the productivity of labor which derends
from human being, and from the other side, walues which, iﬁdependently from neny follow
their ovn natural way® which, in accordance with the needs of Economy, goes from Production
to Consumption,

In the unification vhich takes plece between the Cepital and the human labor
it is necessary to distinguish the followlng three factors:

-=The activity of the entreprensur vhich rests on the personal ebilities of an
individual or of a v group of persons'

--The relationship between the entrepreneur and worker, which has to be a2 relatione
ship of Law; and

--Production of an article which will take its place in the ecoromic cycle as
g commercisl value, | .

Undér the present Cepitolis system the labor force indeed has the value of mer-
chandise which 1s being bought from the worker by the mester,

In reality, the producer receives goods made by the labor force of the worker,

This receives part of the value of the article made in the form of wage, and the master
 recetves the other part, The production of the goods therefore originates in the colla-
boration of the master and the worker, end this product enters the economic cycle,

In order to produce the article it was necessary to mkx establish the relationship
of legal charaéter between the worker and the master, The present Cepitalist system, howe-
ver, transformed this nzaturel relationship into another one in which the worker is put
under the economic power of the master, In a regénerated social organism this relationship

should be regularized according to the following moral principle: the lebor is not paid,

because the labor is not the merchandise but Sugcg{g}"r CONTROL

U,S. QFFICIALS O
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The labor, indeed, could not be com h value of a finighed
| FFICI
product, Only the article produced by labor has Qhe eeoégriL VQEEXF Therefore, the nature

\ 4
and the limits of the mssmexmxx work necessary for the good functioning of the social orga-

nism must be regulated according to the abllities of msm the man and in accordance with an
existence worthy of him, Politico-juridical state can carry out this regulatiorn of labor
only if it is independent from the economic soclal orgenization, "

Thus, on one side the value of an article increases according to the possibility
of acquisition of the raw material needed, while on the other side this velue will depend
fror,i the 1egal regulation by which the ewaluation of the nature and the conditions of
labor necessary for the fabrication of this article will be expressed,

From then on the ecpnomic life would depend from two factorss

-~Raw meterials which rust be received in such » stage as the neture gives them, and

~--Legal position / gain of contractual percentage, prizes/ which originates in the
feeling for justice and which has to be analyged within the autonomous jurisdiction of

. the politico-juridical state,

~— SECRET CONTROL
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It is clear that such regule;.ig ‘@m ﬁisi_eba?ﬂ%‘ i ;.:reegse or lowering of the ge=
nerel wellbeing lramomemkimm due to the time limits of labor which will be esteblished
by the politico-juridical stete, Butl this dependence is unavoidable because otherwise ikmx
workers could become exhnusted by economic needs, Such exhausting would lead the workers
to believe thet thelir live is unworthy of man, And indeed, this feeling -of the huran dee
gradation is the cause of 11 the social derangements,

If the wellbeing of a netion would become Jower then i'.he nature and the limits
of labor should be changed, However, such decision should not be brought about urder the
direct influence of economic circles but acecording to the judgement of the inderendent
judges of the politico=juridical state,

¥

lormally, in each production enterprise the free contracts will be made between
the director /owner/ of the enterppise and the workers who will have agreed from their
ovn freé will thet he will be thei®lr boss in the enterprise, being the ablest and the mosit
underteking, Director will have the right to declare what he mmmziclaxx believes it has
to be legelly obtained from fhe invested capitalQ buildings, material, énd tine used, .
The gx profi’c, will be proportionally distributed among 211l the people according to the
functions and the effort put in by director, his assistants, and other workers of the
enterprise,

In this mammer all the workers together with the director—ocwner become some sort

.of shareholders or associates in the enterprise,

in
The contracts concluded, therefore, will not consist only mf the exchange of goods

/in the form of money for labor force —— for one day, week, or month/ but alsc in the
establishment of the just gain in an established proportion, which will have the persons
interested in production on both sides,

In a healthy social orgenism the worker will have to collaborate in every metter of
his enterprise and understand the role held by him in the collectivkty on the besis of his

producing labor,

st
3363t

In th;'.s mannery and in & relaQEgg‘ExloﬁﬂNJFRO‘kl honﬁb%rgrkers will be cble
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to become smal eleor or biscer ovmers, which will depend Tro gz“ﬂuﬁv@ﬂk}’ abilities,
and thus the probetariat will gradually but surely disappeer ~= this contenpor factor
ary

" of social troubles (derangements),

¢)_llew economic doctrine

The economic doctrine of Dr, Rudolf Stajner (Steiner ?) is in Bts basis antagonistic
to the Soclalist-Communist econemic doctrine, but it also rejects the negetive sides of the
contemporary Capitaliem and the abuse of labor, as it has been exposed already earlier,

Hew insitutions in the triple socisl orgenization will auntomatically abolish the
So~czlled stoge of the struggle of the proletariat, vhich is taking place because of the

workers' wages which will lose their presert unnstural and exploitative character,

SECRET CONTROL
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The money will acquire the role of credit for the merchandise produced by the other
fellow, and it will be, in the new triple organization of socie'by,_ the means of exchange
and not the means of power against those who haven't got it,

The monetary velue widd~dwmesckmder: is supposed to be the measure of the eveluationg
of the goods purchased or of the service rendered,

The. present states could never solve the financisl problem satisfactorily with
the 2id of the law unless they entrust its solution to the new sutonomous economic orgae=
nization of society,

The cormunity, which will have sufficient finsnciel means, will teke care of the
socisl care, in t},le.folloifing vay:

~=Children will have :the right to free schooling and educations

~=TFather of the family will be able to get for his work higher recompensstion
than the bachelor;

-=01d people, invalids, widows, and sick people will have right to necessary subVentio;ls

and assistance,

M AL AT
STWEET

This doctrine of the ecoromic life in a itriple orgenization of state, peruested
by spiritucl-intellectual impulses, excludrs egoismy which from an econanic viewpoint
exists in the form of class rrivileges fra: vhich an unsustenzble situation is born -

leadirg sooner or later into the revolutionary perturbstions of society.

VI, THE COKRCLUSTION ABOUT THE -1EFORVATION OF OCIETY AND STATE

Cormunist=Socislist ideology created and is creating in the world & terrific diéo-
rientetion which unaveidably leads to chaos,

This negetive ideology has a2 strong root among the free nations of the West,
especially amomg the working masses, and it will certainly produce rnegctive fruits, Dee
rocracy is still on defense before the Commrist ideologieal off;ennive iich is infiltroe
ting frbm all the directions, An ideology, even if false and on(gzgz)of gless, cornot be

defeated by other means, even if it is the nost mwrmrude ~rd terroristie, It can be de-

feated orly by a stronger and regerSEﬁ&E%h@ON!TRﬁE, vhich would 2lso bhegin to glve
Approved For Release /0 2 ClA- 83-00415R010100150003-9
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useful and obvious results in practice, thﬂ*. Sef@ﬁfqgm L@eamg. way all the argunents
of adversaries,

An ideological offensive of Bemocracy imposes itself unavoidablyg, reforming
Cepital and Labor as it has been already dome o a certain extent in USA, and joiring
the carrying out of the triple socicl organization of the state, Becouse the tragic of
Democracy is still in the fact that its forces of the "good", although SIYRONGER AMD
1 ORE NUMEROUS, are not yet ideologically so strongly organized as the FEW COMULIST

FOLCES OF "EVILM,

SECRET CONTROL
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In the Commnist states, however, thssoQE'F}ef Arfseducdztlon T the natienal
nessesyon the bosis of hate for Capitelism and democracy, - 1nléthe well known terroristie
way, = will leave a deep trace, especially with the youth, also after the liberation
of these enslaved FEw notions from fevmomdemyy the Communist yoke, It weuld be necessary
to come also before these nations with the regenerated x;;;;ZQxx ideas and defoeat ideoe
logocally the Communist opinions and ideas within them, This is especially important in
cnse of Yugoslav Cormunists and national masses in Yugoslaviza, vhich awm vere smbmikiik
educated and still alweys are beihg educated in the Comiunist spirit,

RS

On the basis of the proposed triple state organization it could be held in the
first moment and even reproached that this reorganization is against the democratic equE~
lity of citizens and that they are divided into the fomer three classes orjzgzisz workers,
army, and teaching cadre, On the contrary, The people will not be divided ints classe
or orders: only the Social Body will be divided,

lian will then become the real man because the triple social organization will
pernit him to live 3h three xcmrmmwxmk creas fmmmx freely at the same time, He will,
naturaily have a special interest, in the area of his profession, & In *he other twop
areag he will meintain the relations full of 1ife thanke to their insitutions with which
he will be in contact,

THE FOUNDATIONS OF THE SOGIALI&OO}C‘MUNIST TDEOLOGY WOULD BE OVE‘IgIROWI\I in their

very life by this proposed reorgankzation,

RN R R R HURY
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Yugoslavia is a typical example of an unsuccessful Cormunis economical experiment
wnich has been discovered most cquickly, -

Yugoslavia is, relatively specking, the richest country in the Southeastern Europe,
The fertility of her land permitted before the war .Sm:&ﬁ:ﬁ: (took piace) in 19/1 a permanent
export of kex the products of her soil, Great mineral wealth of the interior of the country
-~ the minerals were exported n crude end transformed state - together with the slow but
natural industrialization mede the continuous economic progress of the country and the
increasing standard of life of her citizens possible, On the othe; side,the psople of
Yugoslavia iz are worthy, satisfied %4ith little, brave, and very undertaklng.

The mm Jogical question is esked therefore, why is Yugoslavia now undergoing
such a terrlflc sconomic crisis which may be cetastrophiec,

It can be mkzkmit snswered with conviction that the reason for it id the Comnmst
economic doctrine which furthermore is being carried out through politico~juridical
oppression, | |

The wealth above the ground or underneath Xk of a cou.ntry cannot serve any purpose
if the people who exploit this wealth are not free, equal, and satisfied, The Cormunist
police regime, directed by a handful of people headed by Tito, abolishing freedom, euqe-
1lity and human dignity of its cltizens, transformed the MAN, this most important economie
factor, into a real slave of 20th century; The whole production in Yugoslavia hag diminie
shed and it has a tendency to diminish more and more because of such disregard for man,

The weakest point of the Communist state dictatorship is not its political and
juridical system as msmeddx it is usually thought, The sickest of its sides is its econo=
mic system aktkroggh in spite of the fact that the Bommunists consider it their strongest
ace and expegt from it the salvationx and the justification of thelir bloody dlctatorship,
Sooner or later, of course, the Communist economic experiment leads the state to the sure
ruin,

Because the economic body of the nation, or the economic organism of the state,

is a being which lives by itself, whi clSEQsHETs ows in harmony with the proper ine-

torasl ol sy P REHEHSe SRR O 1@%&@@%@%%wmww in ohe desired
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direction, Its =zctions and manifestations cam1§wt‘(15§%orrectlﬁr a.rﬁiN;'Lu?tly regulated and
_ OFFICIALS

. directed for the general good of society in eyx‘ ?roitrary way by & political dictatorship
zom® or by some theoreticians~fantasts if they are called either Marxists or Leninists,
By such an action this living economic orgonism would gradually retreat, become ill, -
fade, and finally die,

The food for the healthy social economic organism, in which
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individusl carfRBiAVeERNRGlease 200204404 G ARD SRAQEeRI00R3 n and according
to his specific individual abiliﬁieﬁE«QBzEE‘eeCOsg‘iri_m-f_ntellecml creating, Jmgxdooemu=-
* juridical equality and brotherly ﬂ&@ﬂbﬁf&ijgggkégéiNG of people., This food does not and
cannot exist in the Communist society,

The Yugoslav economy faces sure catastrophg if the present economic system will
continue and if it will not be receiving constantly important material means from abroad,
Halfemeésures which had to be underteken during the last time will not be aﬁ&evto save it
from xmim the ruin, because thebasic systen is bed and because also the xm causes of the
crisis can in no way be of "objective" but of Msubjectlve" nature, although the present
day economic leaders of Yugoslavia make all the efforts ito prove ihe opposite, It would be
wrong to cénsider these healf-measures of the apostate regime~for the "simms of its good
will? to "democratize the economic life of Yugoslavia," as it is often mentioned in the
Western press -- most often in the British one,

The ¥=xkmx recent economic assistance from the West, drddmRwwiom® os natural-fie
nancial injections, was able and is ahble to prolong the life of the sick ﬁan only for a
certein time; this is not the real medicine, however, so much less so because these inje-
ctions cannot and will not be given permanently,

The real medicine consists in not helping economically the present Communist
regime in Yugoslavia without political conditions, preached by Democracy, snd which have
to be carried out equallya;;niil the nationalities., And this so much more, hecause the
break bwteen Tito and Cominform is definitive,

to strengthen

Otherwise, helping Tito economiecally, it is helping morally and politicallyhhis

bloody dictatorship over an unfortunate people maimhx who —- disappointed ~~wish direct

war and the charnge of this hated regime at any price,

’
PR S - T

Greece, October 17, 1951
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